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Business Highlights: ‘‘Shelf’’ or ‘‘Crest’’? 


What does the unusual stability of business conditions in the 
past several months presage for the second half of 19602 
Business analysts are uncertain as to whether the first-half 
plateau represents the “crest” of a business cycle or simply 
a “shelf part way up the mountain.” The Board’s analyst 
considers the credibility of both interpretations, paying 
particular attention to the outlook for capital spending and 
recent trends in saving and investing in the four sectors of the 
national economy..... Seeteationatneer eepas Pinatas Pager! 


Capital Appropriations: A Step Down from 
the Peak 


Capital appropriations of the 1,000 largest manufacturing 
firms dipped slightly below the peak fourth-quarter-1959 
rate in the first quarter of 1960. Responsible for the decline 
was a sharp contraseasonal cutback in approvals by the 
iron and steel industry. Spending gains, however, appear to 
be accelerating and are likely to continue at a high rate, 
owing to large backlog accumulations in 1959. The present 
survey, sixteenth in a continuing series conducted by The 
Conference Board and financed by Newsweek, contains 
data based on an extensive revision and enlargement of the 
sample of reporting companies. ......+.+eeseees page 5 


“Help-wanted” Advertising as a Business 
Indicator 


The use of newspaper help-wanted advertising information 
in analysis of business conditions has become increasingly 
popular in recent years. The Conference Board has con- 
structed a help-wanted index, with a sample base of thirty- 
three cities throughout the United States, which can then be 
related to general business movements and particularly to 
employment and unemployment statistics. .......page 19 


After a Slow Start a “Good” Year—this 
month’s Survey of Business Opinion and 
Experience 


Most of the manufacturing companies participating in this 
month’s survey predict a “good year’ for 1960, despite 
some disappointments in the first few months. Respondents 
expect larger orders and billings in the second half than in 
the first, and generally better profits for the year than those 
achieved in 1959. A note of caution is evident in the fore- 
casts, however, as executives recall the overoptimism of the 
predictions for early 1960.........-+.-> aie eaduate page 25 
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Steel Appropriations Off, Others Firm 
A significant decline in capital appropriations in the basi 
iron and steel industry precipitated a 20% drop from t 
year-ago level in total metalworking approvals during th 
first quarter. Excluding steel, however, metalworking appre 
priations rose 12% above the first-quarter-1959 total, wil 
every major group except primary metals topping its yea 
earlier rate. A comprehensive examination of latest appr), 
priation data is found in this eighth report on the Board 
continuing survey, presented under the sponsorship of Ir« 
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Steel Inventories: Liquidation in Progress 
A report on the decline in finished steel supplies during th 
second quarter, based on the Board's revised series on ste 
inventories. .....-eeeeee- Panels foteter shale teeta «s+. page 4 


A Guide to Income Distributions 


An analysis of four major sources providing national data « 
size distributions of individual and group incomes, til 
discrepancies among the series, and their pertinence 
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Mergers: A Summary of 1959 Listings 


Comprehensive data on company acquisitions in 1959, | 
recorded in the Board's monthly listings: of mergers ail” 
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Consumer Markets: Women at Work 


This article emphasizes the unique impact of a great 
expanded female labor force on the market place. Pir 
sented in conjunction with A Graphic Guide to Consu 
Markets (a recent Board publication, sponsored by Life), ff 
third report in a continuing series indicates the need 
further research on the buying habits of the working-w: 
family, an increasingly significant segment of the marlby 
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Business Highlights 


“SHELF” OR “CREST”? 


The stable level of business conditions in the past six months can be interpreted in two very different ways 


business conditions remained strangely stable. 

While individual markets continued to react to 
their local situations, a general business cycle movement 
was nowhere in evidence. As the steel operating rate fell, 
automobile production and stock prices strengthened, 
the rate of retail trade fluctuated sharply almost from 
week to week, demand deposits slid downward, business 
loans showed less than their normal seasonal strength, 
and, through it all, production, employment, unemploy- 
ment and the price level drifted placidly sideways. 

In early June, the Federal Reserve took cognizance 
of the sensationally stable character of general business 
and prices by reducing the discount rate. But general 
interest rates had already fallen markedly in the months 
preceding the reduction in the discount rate, and net 
borrowings of Federal Reserve member banks had 
dwindled almost to zero. Despite the reduction in de- 
mand deposits, the business sector and the banking 
sector seemed to be relatively liquid, at least in a 
short-term sense. 


Which Way from Equilibrium? 


The general stability of the past several months 
is, itself, a neutral fact in business analysis. But it can 
be given either an optimistic or pessimistic implication, 
depending upon the framework in which it is placed. 
For example, one might argue that the business system 
had already weathered, with remarkable stamina, some 
very heavy seas indeed. While aggregate business was 
- stable, the rate of inventory demand fell from about $11 
billion in the first quarter to perhaps $4 billion in the 
second quarter. In a sense, business has thus absorbed 
an important and necessary correction without respond- 
ing cyclically. 

This statement is true even though inventories them- 


| S THE SECOND quarter drew to a close, general 
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selves have not been liquidated, and only the rate of 
accumulation has changed. For the declining rate of 
accumulation has been reflected in low ordering rates in 
a number of bellwether industries; if inventory demand 
were simply to stabilize at current levels, ordering rates 
in these industries would doubtless improve over the 
near term, and lend a stronger tone to general business 
statistics. Thus, while no inventory liquidation has 
occurred, prospective inventory behavior is an element 
in the case for a moderate uptrend in second half 1960. 


Area Adjustments: Two Interpretations 


It might also be argued that the stability of business 
conditions has been maintained through a period when 
the Federal Government was moving rapidly from a 
deficit to a surplus position on income and product 
account, a trend that is normally considered disinfla- 
tionary (see below). Similarly, business has absorbed in 
the first half of the year a much lower level of housing 
starts than prevailed in the same months of 1959, and 
it has withstood, apparently successfully, a level of 
interest rates higher than any experienced in several 
decades. 

This amounts to arguing that, in the course of the 
past several months of stability, considerable adjust- 
ment has been achieved in certain overextended areas, 
and that trends in these areas over the next six months 
should be more favorable than they were during the 
period of plateau. On the other hand, one can argue 
that, during the plateau, the business system has con- 
sumed some of the residual energy left from its expan- 
sion begun in 1958. 

For example, instalment debt extension has continued 
high throughout the period of the plateau, and the 
repayment rate has risen further; the level of business 
inventories has risen further; the rate of capital outlays 
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has risen further, and has moved roughly into line with 
the normal level indicated by cash inflow (see below); 
and retail trade itself has consumed whatever extra- 
ordinary catching-up demand may have accrued dur- 
ing the steel strike and the abnormally bad weather 
of February and March. 

Reasonable cases can thus be made for arguing that 
the plateau of the first half is itself the “crest” of a 
business cycle, or that it is simply a “shelf” part way up 
the mountain. Business analysts are understandably 
unhappy in the presence of a set of facts that can be 
interpreted in such diametrically opposing ways. The 
Wall Street community is doubtless just as unhappy; 
the stock market itself has evidently been shifting its 
position back and forth from one of these views to the 
other for the past several months. 

In early June, the “shelf”? theory apparently gained 
in credibility, and the market recovered in anticipation 
of an advance of general business to a new crest. What 
inspired this revival of speculative interest may have 
been the lack of progress (to put it mildly) at the sum- 
mit, some strikingly favorable statistics on the United 
States merchandise export balance in recent months, a 
rather overpublicized retail trade record set in April, 
and some temporary improvement in the automobile 
production rate. 

As of the end of the first half, however, the “shelf” 
vs. “crest” issue was still far from decided. As business 
has continued sideways, the purely cyclical strengths 
that brought activity to its present level appear, in the 
statistics, to be waning slowly. But as long as the side- 


ways movement continues, the probability grows that 


long-term trends in the economy asa whole will gradually 
assert themselves as a positive influence on markets. 


Capital Outlays 


At mid-June, the Department of Commerce released 
its regular quarterly survey of anticipated plant and 
equipment expenditures. The release itself contained no 
dramatic alteration of the outlook for plant and equip- 
ment outlays in 1960: the anticipated total for the year 
was revised modestly downward from the $37.02 billion 
found in the March surveys to $36.85 billion. If the 
most recent survey turns out to be accurate, plant and 
equipment outlays are likely to continue strong through- 
out the year. However, calculations with a very sharp 
pencil (perhaps too sharp, considering the normal mar- 
gins of error in any such survey) disclose a few discon- 
certing elements in the new release. 

In the preceding March survey, the implied spending 
rate for the last half of 1960 was about $1.8 billion 
higher than in the first half, and $1 billion higher than 
in the second quarter. The implied spending rate for the 


second half was higher than in the first half for eleven 
of the sixteen separate categories for which seasonally 
adjusted estimates are provided. i 

In the June survey, the implied spending rate for the 
second half is $1.5 billion higher than in the first half, 
and only §.6 billion higher than the second-quarter rate. 
The implied spending rate for the second half was re- . 
vised upward in nine of the sixteen categories, and 
downward in the other seven (the downward revisions 
were in iron and steel, electrical and nonelectrical ma- 
chinery, motor vehicles, other transportation equip- 
ment, petroleum and coal products and public utilities). 

Only three of the sixteen categories showed, in the 
June survey, a decline for the second half, relatively to 
the first half, in implied outlays; the declines which had | 
formerly appeared in textiles, paper and railroads disap- 
peared in the new survey, but a decline appeared for the 
first time in transportation equipment. However, the , 
third-quarter rate of outlays found in the June survey is 
only $.1 billion below the implied average for the second 
half of the year, and in none of the sixteen categories is 
the second-half average significantly higher than the 
anticipated third-quarter rate. 


Higher Level Dependent upon Earnings 


The new survey thus suggests nothing better than a 
plateau in the trend of capital spending during the last 
half of the year, whereas the March survey still left the 
suggestion of a quarter-to-quarter uptrend throughout 
the year. Even in the commercial and miscellaneous 
category, where the second-half estimate was revised | 
notably upward in the June survey, the anticipated | 
third-quarter rate is as high as the last-half average. 

It should be clear that these imputations cannot be 
given much weight as yet. However, the well-recognized 
tendency of plant and equipment anticipatory data to | 
fall below actual spending in a period when the series | 
as a whole is rising has not appeared, and should not 
now be depended upon. Based on the latest survey, the 
present energy in the plant and equipment uptrend very 
nearly runs out in the fall. It may be worth adding that 
Tur ConFERENCE Boarp’s equations relating plant and | 
equipment spending to the corporate cash flow also | 
suggest that unless earnings rise appreciably over the - 
next several quarters, capital outlays and cash flow will | 
have returned to something like a “normal” historical | 
balance, after several quarters in which the cash flow | 


suggested a higher level of capital outlay. 


Saving and Investing 


Among the more dramatic trends of the past several | 
quarters has been a reversal of the position of the 
government sector from a substantial deficit position to 
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what appears to be a slight surplus position, at least in 
terms of the special accounting procedures followed in 
the national accounts. In these accounts, the total sav- 
ing of the four sectors of the national economy (the 
personal sector, the business sector, the government 
sector, and the international sector) equals the total 
investment of the four sectors, but each of the four 
sectors taken alone may show a considerable surplus of 
saving or investing. 

The personal sector, which virtually always saves (that 
is, its income almost always exceeds its consumption 
outlays), has expanded its net saving rate only very 
slightly in early 1960; in the first quarter, the personal 
saving rate was only fractionally above its rate in the 
first half of 1959. 

The business sector, on the other hand, is normally a 
net investor (that is, the gross retained earnings of 
business are less than its volume of new investment in 
construction, equipment and inventories). The net in- 
vestment rate in the business sector was very low in 
1958—in fact, significantly lower than in the preceding 
recession year of 1954. In 1959, net investment of the 
business sector rose moderately in the first half and then 
subsided in the second half, mainly because of the 
strike-induced interruption of inventory investment. In 
early 1960, as plant and equipment investment in- 
creased and inventory investment was rapid, net invest- 
ment of this sector rose extremely sharply to approxi- 
mately the level of mid-1959 (which in turn was about 
the highest level of the postwar years). 

At the same time, a sharp improvement in exports of 
goods, and a slackening in imports drove the interna- 
tional sector from a “‘saving position”! in the fourth 
quarter of 1959 to a neutral position in the first quarter 
of 1960. 

Taking the personal, business and international sec- 
tors together, the volume of net investment in the first 
quarter of 1960 was considerably greater than in late 
1959. The consequence has been a sharply higher level 
of tax receipts in the government sector, and a pro- 
nounced movement of the sector away from deficit and 
toward a surplus or saving position. 


Effect of Budget Surplus 


This movement is a continuation of a trend that 
began in mid-1958, when, under conditions of recession, 
the government sector was running an $11-billion deficit 
on income and product account. By early 1960, this 
deficit had evidently been converted to a small surplus, 
in the neighborhood of $2 billion. The net swing in the 

1A “saving position” in the international sector is equal to an 
excess of foreign net transfers over net exports of goods and services; 


an investment position in the sector represents an excess of net 
exports over transfers 


position of the government sector alone has thus been 
about $13 billion over a two-year period, resulting from 
an increase of fully $20 billion in the annual rate of — 
government receipts, offset by a $7-billion increase in 
the rate of government purchases of goods and services. 

The tendency of the government sector to swing 
inversely to the business cycle—that is, to move toward | 
saving in a period of expansion, and toward a deficit or 
investment position in a period of contraction—is one of 
the fundamental stabilizing elements in the present 
structure of business conditions. By all indications, it is 
one important reason why business itself has emerged 
into a much calmer, much less inflationary environment 
than seemed at all likely in late 1959, when the steel 
strike was ending and a business expansion was 
resuming. 

ALBERT T. SOMMERS 
Division of Business Analysis 


Business Forecasts 


Steel 


Roger M. Blough, chairman, United States Steel Corpora- 
tion (as reported in the American Metal Market, June 9)— | 
“‘The steel industry’s operating rate probably will not go more © 
than five points below the current level of 62%, Roger M. 
Blough ... said.... 

“Mr. Blough estimated that steel is being used at a rate | 
equivalent to 70% to 75% of industry capacity and indicated | 
that he believed a pickup in August would result from the end 
of customary inventory cutting. 

“Despite the fact that the compact car uses about 800 
pounds less steel than regular models, Mr. Blough said he did 
not think the compacts would affect the percentage of steel , 
output (about 17% to 20%) that goes to the automobile indus- » 
try, noting that compact cars are being made in the United 
States, and should cut into auto imports. 

‘As to competition from other materials, such as aluminum | 
and plastics, Mr. Blough said, “We are not unmindful, not | 
complacent about competition. Both aluminum and plastics 
are fine and have their uses.’ But he stressed that for many 
uses he thought steel was the better material. . . .” 


General 


“Business Conditions,” Federal Reserve Bank of Chicago 
(June)—‘“‘The first few months of 1960 have been marked bya 
sizable decline in the demand for capital and credit. During - 
the first quarter, the increase in the principal types of indebt- 
edness amounted to only one third the increase in the first 
quarter of 1959, the record year thus far for expansion of debt. | 
The easing of credit demands has been associated with a less 
exuberant business climate than existed at the turn of the year, 
and together these have resulted in lessened inflationary pres- 
sures and lower interest rates. 

“The most dramatic change from a year ago, in the capital 
and credit markets, has been in the fiscal position of the | 
Federal Government. In the first quarter of 1959, Treasury 

[Continued on page 24] 
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Capital Appropriations: 


A STEP DOWN FROM THE PEAK 


This report is the sixteenth in a continuing series of quarterly reports on cap- 

ital appropriations conducted by The Conference Board with the financial 

sponsorship of Newsweek. The numerical data in the present study are based 

on an extensively revised and expanded sample of companies and are not 

comparable with those published in earlier reports. As in earlier reports in the 

series, the tables and calculations presented are based upon identical company 
returns to ensure consistency 


gains in the early part of 1959, reached a peak at 

year end from which it has retreated moderately. 
Spending gains, however, seem to be accelerating. Al- 
though spending has overtaken appropriations, further 
gains seem assured by the big backlogs accumulated 
during 1959, which are probably sufficient to support 
spending at rates in excess of new approvals through the 
rest of 1960. 


[ee APPROPRIATION upswing, after rapid 


Capital Appropriations and New Orders 


It has been widely remarked in recent months that, 
despite the bullish capital spending plans reported in 
this and similar surveys, new orders for machinery have 
been lagging. This impression is confirmed by data on 
commitments submitted to the capital appropriations 
survey by 186 companies. During the past year capital 
appropriation commitments have risen very mildly and 
have been at a lower level than appropriations. As a 
result, uncommitted backlogs—appropriations for which 
the corresponding capital goods orders have not yet been 
placed—have risen 17% in the past year. Whether these 
uncommitted backlogs imply future increases in capital 
goods orders depends on the reason for the order lag. 

Perhaps the explanation most widely advanced at 
present is that the uncertainties of the business situation 
in the first quarter of 1960 introduced an element of 
caution into business spending plans. Thus, although 
many companies have approved and budgeted increased 
capital expenditures, it is alleged that unfavorable 
economic signs in the first quarter induced them to 
refrain from further commitments until the economic 
picture cleared up. Despite a surface plausibility, there 
are several reasons for discounting this interpretation. 


Business Uncertainty Not the Answer 


In the first place, it is questionable whether most 
companies have such strict controls over the commit- 
ment of approved expenditures. Over two thirds of the 
602 companies regularly reporting appropriations and 


expenditures are unable to furnish commitment data, 


indicating that central office control over this activity 
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may be limited. Secondly, there has been no increase in 
cancellations of previously approved appropriations. 
Third, the failure of new orders to rise dates from the 
third quarter of 1959. To be sure, the business outlook 
was also cloudy in the last half of 1959. But if so, this 
did not affect the confidence of businessmen in the last 
half of 1959 and the first quarter of 1960, during which 
appropriations reached and maintained very high levels. 
If manufacturers were uncertain about spending for 
already approved capital projects, they should have 
been equally uncertain about approving additional 
projects. Yet this does not seem to have been the case. 
Finally, while machinery orders have lagged in recent 
months, new contracts for industrial construction have 
advanced sharply. It seems hard to explain why the 
same uncertainty that delays machinery orders should 
not similarly affect the placing of construction con- 
tracts. The hypothesis that business is acting with 
increased caution in the face of growing economic 
uncertainty, while a plausible explanation for the lag in 
new orders for machinery, is difficult to reconcile with 
important data on such categories as appropriations, 
cancellations, and construction contracts. 


Ample Capacity and New Orders 


It is possible to find other explanations for the trend 
in machinery orders that are not inconsistent with what 
is known about the capital goods picture as a whole. 
For one thing, the current capital goods upswing is not 
placing the same strain on the productive capacity of 
machinery manufacturers as did the boom of 1955-1957. 
This means that in many cases the time between order 
and shipment has been considerably reduced. In a 
buyers’ market, with little expectation of rising capital 
goods prices and the assurance of orders being filled 
rapidly, there is no need for purchasers of machinery to 
place orders well in advance of desired delivery date. 


Plant First, Machinery Later 


Why should purchasers want to delay ordering? Why 
don’t they want their machinery sooner instead of later? 
The reason is that often the purchase of machinery is 
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tied up with the construction of new plant that is 
intended to house that machinery. The substantial lead 
time between the placing of a construction contract and 
the completion of construction determines the desired 
delivery date of the machinery and equipment. Since the 
lead time between order and delivery of machinery is 
now comparatively brief, it follows that machinery 
orders will be placed at a relatively late stage in the 
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construction cycle. Meanwhile, machinery purchasers 
have time to reap the advantages of a buyers’ market by 
pricing more carefully and seeking out highest quality. 


Commitments Exceed Spending 


It is not only the usual explanation of the lag in 
machinery orders that seems to be unduly pessimistic: 
The implications for spending drawn by some from the 
trends in orders seem similarly cast in too heavy gloom. 
Future spending trends are dependent not only on the 
trend in new orders but also on their volume relative to 
the volume of expenditures. If new orders are in excess 
of current spending, future spending increases are im- 
plied, even though orders are not presently rising. For 
the 186 companies reporting commitment figures to the 
capital appropriations survey, spending has been lower 
than commitments for the past five quarters. In itself 
this presages continued spending gains at least until 
spending reaches a parity with orders. And, then, given 
the backlog of as yet uncommitted appropriations and 
the pattern of “hand-to-mouth” buying, orders may 
move up hand in hand with spending. 


The Anatomy of Backlogs 


In the analysis of capital spending movements, two 
backlogs must be examined: that of uncommitted appro- 
priations, and the backlog of unspent commitments. 
Data illustrating the appropriation-commitment-spend- 
ing process are available from companies with appro- 
priations amounting to roughly 40% of the total in the 
durable goods industries. . 

From the fourth quarter of 1958 through the first 
quarter of 1960, new appropriations in these hard-goods 
companies were well in excess of commitments (see 
chart). Thus the backlog of uncommitted appropria- 
tions rose steadily. As in the past, commitments have 
risen along with the increase in uncommitted appropria- 
tions. At the same time, the second backlog—unspent 
commitments—has also been on the rise. Just as the 
backlog of uncommitted appropriations can be expected 
to provide a future flow of orders, so this backlog of 
unspent commitments represents the capital goods 
expenditures of tomorrow. 


Small-firm Approvals Still Up 


Another means of studying the trend in capital appro- 
priations in more detail is by classifying firms according 
to size. In earlier surveys it was noted that the smaller 
companies tended to lead the larger ones in the appro- 
priations cycle, a relation not too evident in recent 
quarters. (Small firms in this apex of the manufacturing 
pyramid are those with year-end-1957 assets of less than 
$50 million; those with assets of $50 million to $100 
million are medium; those above $100 million are large.) 

In the first quarter of 1960, firms in all size classes had 
higher appropriations than a year earlier. But the gains 
were smaller than in the preceding quarter. In fact, the 
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year-to-year gains of the large companies have been 
declining for the past two quarters, and those of the 
small and medium companies for the past three quar- 
ters. Notwithstanding the earlier deceleration of the 
smaller-company approvals, the brakes have been ap- 
plied more sharply in the large companies. Thus, while 


Year-to-Year Percentage Changes in New Appropriations 
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approvals of the latter were up only 2% from a year 
ago, the small and medium companies were still posting 
gains of 25% and 10%, respectively. In large part, the 
relatively poor showing of the large companies was con- 
fined to the durables sector, where appropriations a year 
ago were extremely high. 


Large Firms Spark Spending Rise 


In the first quarter of 1960, capital spending in all 
size groups was higher than a year earlier. The large 
firms, however, had the biggest increases, in contrast to 
earlier quarters in which the smaller companies set the 
pace. Moreover, the gains of large companies were 
greater in the latest quarter than in the fourth quarter 
of 1959, while the gains of the smaller companies de- 
creased in size. The large-company advances were espe- 
cially great in the durables sector, where the huge 
appropriation hikes in the first quarter of 1959 resulted 


Millions of dollars 


$800 

700 

Appropriation oe 
Commitments Lag 500 
Recent Approvals 400 


Commitment represents the placing of the order 
authorized by the previously approved ap- 
propriation 
Based upon 117 durables companies reporting 
both commitments and expenditures. Basic 
data available upon request 100 


Source: The Conference Board 1955 
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in expenditure gains of 29% and 48% in the fourth 
quarter of 1959, and the first quarter of 1960. 

The timing of expenditure gains in the different size 
groups has followed closely the timing of the earlier 
appropriation advances. The small firms posted their 
first approval gains in the third quarter of 1958 and 
their first expenditure gains in the first quarter of 1959. 
The large firms did not raise their appropriations until 
the first quarter of 1959; consequently, their first spend- 
ing increases did not come until late 1959. Since large- 
company appropriation gains were considerable through- 
out 1959, continued spending gains can be expected to 
continue through most, if not all, of 1960. 

The analysis of spending and appropriation trends 
by size of firm is supplemented by and confirms the 
diffusion of appropriations and spending. Since in the 
diffusion the companies are counted without regard for 


Year-to-Year Percentage Changes in Capital Spending, 
by Size of Firm, All Manufacturing, 1959-1960 


I’59 II ’59 III’59 IV ’59 I’60 

I’58 II ’58 III ’58 IV ’58 I’59 
Smiallss cc cee ce 8 40 33 28 16 
Medium.......... —20 — 7 1 18 Q7 
Larges nies t...00%. 27 —12 0 20 30 


size, the smaller companies have a greater weight in the 
result than they do when dollar totals are compared. 
Thus the diffusion of appropriations hit a peak in the 
second quarter of 1959 and has been declining since. 
This trend is paralleled by movements in approvals of 
small and medium-sized companies. On the other hand, 
the diffusion of spending—which follows that of appro- 
priations by two or three quarters (see chart) —is still on 
the upgrade, despite the smaller gains registered by 
small companies in recent quarters. 


Plant Appropriations Match Year-ago Rate 


In the beginning of 1959, a new feature was intro- 
duced into the capital appropriations survey : the break- 


1957 1958 1959 1960 


The Backlog Advance Has Been Widespread down of appropriations into 


Over the Past Two Years those scheduled for plant or 
MillickeeF dollars new construction and those 


10,000 scheduled for equipment or 
2,000 machinery. Of the 602 compa- 
8,000 : ; : 
nies regularly reporting capital 
Hoge appropriations, 467 have fur- 
6,000 nished such detailed plant and 
equipment appropriation data 
for all four quarters of 1959 
and the first quarter of 1960. 
(Petroleum companies are un- 
able to make this breakdown; 
therefore all figures in this sec- 
tion, whether for all 602 report- 
ing companies or the 467-com- 
pany subgroup, exclude that 
industry.) 
thon pETROTE Le COE iti The proportion of new ap- 
eT a provals slated for plant and 
1,000 new construction was 26%, un- 
900 changed froma yearearlier. This 
ep, eee i proportion was only slightly 
ICALS above the 24% posted in the 


5,000 


4,000 


3,000 


2,000 


700 
600 i Bea. fourth quarter of 1959, and was 
ek well below the levels of the 
second and third quarters of 
400 1959. Both durables and non- 
durables were at the year-ago 
ij ee a 300 level and below the midyear 
‘ ] level. In only a few industries 
Or MS A did the proportion of appro- 
Beaman ath priations for plant rise or fall 
STONE, CLAY METALS more than ten percentage points 
& GLASS from a year ago. Those with 
such large increases were elec- 
POPRICATER ETAT trical machinery and _ fabri- 
ay ee =o cated metals, while only non- 
TRANSPORTATION EQUIP. 90 ferrous metals had that large a 
80 decrease. Most industries regis- 
70 tered little change in the ratio 
B60 of plant approvals to the total. 
Plant appropriations were 
BO roughly a third of total appro- 
ie priations during the second 
and third quarters of 1959; in 
the first and fourth quarters of 
70 that year and in the first quar- 
TEXTILE-MILL PRODUCTS ter of 1960, they were only a 
fourth of the total. While this 
ES pattern suggests a strong sea- 
sonality —plant appropriations 
coming most heavily in the 
building months of spring and 
summer—there is also evidence 
ae ies ate ror nee Teo to Suggest that the proportion 
Outstanding appropriations at end of quarter reported by 602 companies of approvals for plant is at Its 
Source: The Conference Board highest when total appropria- 
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tions are greatest. The rationale for this conclusion is 
that a high rate of plant appropriations indicates plans 
for expansion. In eight of the sixteen industries, the 
greatest year-to-year gain in appropriations came in the 
same quarter as the peak proportion of appropriations 
for plant. 


Only a Moderate Setback 


The capital goods upswing suffered a modest setback 
in the first quarter of 1960. Capital appropriations of the 
1,000 leading manufacturers were up only slightly from 
last year’s pacesetting first quarter, the smallest such 
gain in the past five quarters. On a seasonally adjusted 
basis, new appropriations were off modestly from the 
fourth-quarter-1959 rate. But backlogs retained a wide 
margin over year-ago levels, and cancellations were 
lower than a year ago. Capital expenditures jumped 
well above the year-earlier rate, as had been presaged 
by earlier trends in manufacturers’ appropriations. 

The 602 companies furnishing appropriation data for 
the past nine quarters reported a 5% advance in new 
approvals in the first quarter of 1960 over the corre- 
sponding year-earlier period. This was the fifth succes- 
sive advance, but by far the 
smallest. 

Capital spending, up 28% 
from the year-ago quarter, dis- 
played the largest of three suc- 
cessive increases following pre- 
vious advances in appropria- 
tions and backlogs. 


A Seasonal Dip 


New appropriations in the 
first quarter of 1960 were 23% 
greater than in the final quar- 
ter of 1959. This was the 
smallest first-quarter rise in the 
past five years. In the hard- 
goods sector, approvals were 
down 11% in the first quarter, 
contrary to the usual first- 
quarter increase. In nondura- 
bles, the rise was of roughly 
seasonal proportions. 

The petroleum industry can 
be excluded from this quarter- 
to-quarter comparison because 
it typically shows a very great 
rise in the first quarter. After 
excluding petroleum, total ap- 
propriations declined modestly 
in the first quarter. This was . 
counter to the usual rise and 1955 
was exceeded only by the first- 
quarter dip in 1958. 

On a seasonally adjusted 
basis, new appropriations fell 


Basic data available upon request 
Source: The Conference Board 


JULY, 1960 


9 


moderately in the first quarter, following six quar- 
ters of successive increases. The decline was concen- 
trated in the durable goods industries, the nondurables 


Percentage Changes in Approvals from Fourth 
to First Quarters 


1956 1957 1958 1959 1960 
All manufacturing 83 49 27 72 23 
Durables. ......... 10 2 —21 56 —ll 
Nondurables....... 63 110 64 88 66 
Excluding petroleum 
All manufacturing.. 13 14 —12 40 — 6 
Nondurables....... 18 40 —1 9 5 


sector maintaining its fourth-quarter rate. In durables, 
the decline was centered in the iron and steel industry; 
other industries changed little, and some not at all, 
from the seasonally adjusted fourth-quarter appropria- 
tions rate. The drop in iron and steel approvals was not 
so steep as it appears, because the fourth-quarter appro- 
priations were swollen to make up for the strike-induced 
lag in the third quarter. 

After account is taken of irregular movements in steel 


Unused Capital Appropriation and Order Backlogs Rise 


Millions of dollars 


1957 1956 1959 1960 


Commitment represents the placing of the order authorized by the previously approved appropriation. Uncommitted appropriations represent 
the approvals for which orders have not yet been placed. Unspent commitments represent the amount of capital goods commitments or 
orders which have not yet been expended 


Based upon reports from 117 durables companies reporting both commitments, uncommitted appropriation backlogs and expenditures 
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appropriations, adjusted approvals in the first quarter 
were at the fourth-quarter rate, but below the peak of 
the third quarter of last year. These comparisons held 
true for both the durables industries (excluding iron and 
steel) and the nondurables sector. 

Nevertheless, the adjusted total decline was of modest 
proportions compared with the whole, and total appro- 
priations were still more than 50% higher than in the 
recession trough in the 1958 second quarter. 


Backlog Build-up Small 


Seasonally adjusted changes in backlogs can be com- 
puted by subtracting seasonally adjusted expenditures 
and cancellations from adjusted appropriations. On this 
basis, backlogs rose for the sixth successive quarter, but 
the rise was quite small (see chart). 

The durables sector showed a moderate reduction in 
backlogs, as spending exceeded new approvals for the 
first time in six quarters. Spending in this sector was 
more than 40% above the year-ago rate; in the last 
quarter alone, adjusted expenditures jumped almost a 
fourth. Yet the current rate of backlog depletion in 
durables could continue for more than two years before 
exhausting the backlogs built up in the preceding five 
quarters. 

The nondurables industries joined in the appropria- 
tion upswing at a later date than the durables sector, 
and consequently spending has not yet increased suffi- 
ciently to eat into backlogs. In the first quarter, then, 
the backlog build-up in the nondurables industries was 
slightly greater than the depletion in durables. For the 
past five quarters, adjusted approvals, less cancellations, 
have been in excess of expenditures, and a sizable back- 
log of unspent appropriations has been accumulated. 


Appropriation Gains Lead Spending Gains 


So 
80 


SPENDING 


APPROPRIATIONS 


60 


40 


20 
1956 1957 1958 1959 1960 
Percentage of companies reporting higher appropriations and spending compared with 
year-ago quarter 
Based upon 507 reporting companies in 1955-1958 and 602 companies in 1958-1960 
Source: The Conference Board 


Cancellations Still Minor 


Cancellations rose in the first quarter (seasonally 
adjusted), but were at about the average rate in 1959 
and down slightly from the year-ago quarter. The rise in 
cancellations was centered in the durables sector; in 
nondurables there was no increase in first-quarter 
cancellations. 

To place cancellations in proper perspective, we may 
compare them with backlogs at the beginning of the 
quarter. In the first quarter of 1960, less than 2% of the 
opening backlogs were canceled during the quarter. By 
contrast, the rate was over 2% in the first quarter of 
1959, and almost 5% in the first quarter of 1958. 


Profits Firm 


Trends in appropriations and in profits, profit margins 
and liquidity are closely associated. First-quarter appro- 
priations were up slightly from a year earlier, profits 
also rose slightly, and profit margins matched the year- 
ago rate. 


Net Profits, after Taxes, as Percentage of Sales 


1958 1959 
DAE an! 6 BREE OY fo Ae ie Di ME LTE LY I 


All manufacturing. 3.4 3.8 44 49 4.7 5.5 4.6 45 4.7 
Durables....... 3.1 36 40 49 48 59 4.1 42 4.6 
Nondurables.... 3.8 4.0 4.7 49 47 51 5.1 4.8 4.7 


Sources: Federal Trade Commission; Securities and Exchange Commission 


According to the Federal Trade Commission and the 
Securities and Exchange Commission, first-quarter prof- 
its in manufacturing were up 4% from the year-earlier 
level. While this represented an improvement over the 
fourth-quarter drop of 5% from a year earlier, it was a 
smaller gain than the 15% posted in the third quarter of 
1959. Both durables and nondurables industries enjoyed 
slight increases in profits over a year ago. 

While total profits were above the year-ago level, 
profit margins in the first quarter of 1960 matched the 
corresponding 1959 figure. In durables, profit margins 
fell despite a slight rise in total profits. 


Liquidity Down 


Liquidity, as measured by the ratio of cash and fed- 
eral securities to current liabilities, was down sharply 
from the year-ago level and from the fourth quarter of 


Ratio of Cash and Government Securities to Current 
Liabilities 
1958 1959 1960 
Ve) It SATO IVS GPT Sy 


All manufacturing. .53 .55 .56 62 .58 .57 .57 57 «51 
Durables....... 51 63 .65 .6€0 .57 .65 .67 .65 .49 
Nondurables.... .56 .57 .58 .64 .60 .60 .57 .59 54 


Sources: Federal Trade Commission; Securities and Exchange Commission 


1959. The decline was steep in both durables and non- 
durables industries. 
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THE SURVEY UPDATED AND EXPANDED 


With the present report, the data of the capital 
appropriations survey have been completely revised. 
The following are the main changes that have been 
introduced. 


1. The list of the 1,000 largest manufacturing 
companies has been brought up to date using year- 
end-1957 assets of Moody’s Industrials. In addition, 
account was taken of mergers and liquidations up to 
the first quarter of 1960. 


2. Industrial classifications of a number of com- 
panies have been changed to bring the survey into 
line with the new Standard Industrial Classification, 
to make use of more accurate information about com- 
pany operations than were available previously, and 
in a few cases to adjust for changes in the nature of 
the company operations. 


3. Returns from a significant number of com- 
panies unable to provide data for the period prior to 
1958 were incorporated into the survey. This brought 


to 602 the total number of companies that have regu- 
larly provided appropriation data since the first 
quarter of 1958. For the period from the beginning of 
1955 through 1958, data have been submitted by 507 
identical companies and these data are available 
upon request. The data from the 507-company sub- 
sample overlaps the data from the 602-company 
sample in all four quarters of 1958, thus providing an 
ample basis for linking the two bodies of information. 


4, Thanks to significantly improved coverage in 
some industries, it is now possible to show increased 
industry detail. The “motor vehicles and equipment” 
industry and the “transportation equipment, exclud- 
ing motor vehicles” industry are now presented 
separately. Also, “instruments and photographic 
equipment,” formerly shown as part of “other dur- 
able goods industries,” is now shown separately. 


5. New seasonal adjustments of appropriations, 
cancellations, and capital expenditures have been 
computed and are available upon request. New ad- 
justments were necessary to take account of data re- 
visions discussed above, as well as to take advantage 
of the lengthening span of experience in the capital 


Approvals Up from 1959 


New appropriations in the first quarter were up 5% 
from the year-ago quarter, the smallest of five succes- 
sive such increases; in the preceding quarter, the year- 
to-year gain was 46%. While a comparison with the 
banner first quarter of 1959 is somewhat misleading, it 
does show clearly that the approvals upsurge has made 
little progress, although it has held its ground. 

New appropriations in the durable goods industries 
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appropriations survey which has made possible a 
more exact definition of seasonal movements. Data 
for 1953-1954 from a 353-company subsample and 
1955-1958 data from a 507-company subsample were 
linked to the 1958-1960 data for the currently re- 
sponding 602-company sample. New appropriations 
of each of the following industries have been ad- 
justed for seasonality: iron and steel, electrical 
machinery, nonelectrical machinery, motor vehicles, 
other transportation equipment, fabricated metals, 
instruments and photographic equipment, food and 
beverages, paper, chemicals, petroleum, and rubber. 
Capital expenditures and cancellations of each of the 
major durables and nondurables industry groups 
have also been seasonally adjusted. 


6. The number of cooperating companies now 
stands at 602—a new high. The year-end assets of 
these companies amounted to four fifths of the total 
assets of the 1,000 largest manufacturing companies. 
The percentages of 1,000-company assets represented 
by the cooperating companies are shown here by in- 
dustry and industry group: 


All manufacturing 

Durables 
Primary iron and steel............. 
Primary nonferrous metals 
Electrical machinery 
Nonelectrical machinery 
Motor vehicles and equipment 
Other transportation equipment..... 
Stone, clay, and glass........ 
Fabricated metals 
Instruments and photographic 

equipment 

Other durables goods 

Nondurables 
Food and beverages 
Textiles... sanidsladtenia chiles « 


fell 12% below the year-ago rate in the first quarter of 
1960. The biggest drop was in the steel industry, al- 
though nonferrous metals, fabricated metals, and mis- 
cellaneous durables also declined. Aside from steel, how- 
ever, the durables sector posted a 13% gain over year- 
ago approvals. Even this advance was considerably 
smaller than any of the corresponding gains in 1959. 
In the nondurables sector, new approvals rose 19% 
from the year-ago rate. This was a smaller gain than 
those of recent quarters. Only food and miscellaneous 
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Table 1: Estimated Capital Appropriations for the Thousand Largest Manufacturing 
Companies, Quarters, 1958-1960 * 


Billions of dollars 


1958 


I Il Il 
All manufacturing 
Opening backlog............... 7.62 7.81 6.89 
Newly approved............... 2.73 1.67 1.59 
Committed or spent............+. 2.13 2.25 1.99 
Canceled serie ao cele die ceitaens ace 89 SL 18 
Closing backlog’ ic a. hits wiis es 7.83 6.89 6.32 
[Capital expenditures............ 2.24 2.31 2.06 
Durable goods 
Opening backlog............... 4.13 3.88 3.66 
Newly approved............... 81 80 afl! 
Committed or spent. .....52.5.++. ait 95 85 
Canceled Tae ates once ae Ree ke bic cere 15 07 05 
Glosingibackloga.e= een eee 3.88 8.65 8.47 
[Capital expenditures............ 1.02 1.05 94 
Nondurable goods 
Opening backlog............... 8.50 3.93 3.24 
Newly approved 7.5% < v.ciie: - 1.91 87 88 
Committed or spent.............. TEE 1.80 1.14 
Canceled tac ciccte need omits seatsiaee 26 ED 13 
Closing backlog... .....2....+.-: 3.95 8.24 2.85 
[Capital expenditures............ 1.22 1.27 1.12 


1959 1960 
IV I sag Heng IV I 

6.32 5.92 7.39 7.55 7.61 7.69 
2.09 3.57 2.57 2.38 2.97 3.79 
2.21 1.96 2.30 2.22 2.68 2.33 
32 16 12 16 14 14 
5.88 7.39 7.55 7.55 7.65 9.02 
2.24 1.76 2.19 2.16 2.69 2.22] 
3.47 3.44 4.07 4.28 4.24 4.50 
1.07 1.57 1.33 1.03 1.60 1.44 
97 87 1.10 1.01 1.26 1.12 
Lh 06 OL 06 06 08 
3.44 4.08 4.28 © 4.24 4.51 4.73 
98 76 99 96 1.24 1.07] 
2.85 2.48 3.31 3.27 3.28 3.19 
1.02 2.00 1.24 1.35 1.36 2.35 
1.24 1.08 1.20 1.21 1.42 1.21 
19 09 08 09 09 05 
2.44 3.31 3.27 3.31 3.14 4.29 
1.26 1.00 1.20 1.20 1.45 1.15] 


1 Based upon 602 reporting. companies. Industry details may not add up because of rounding. Data for 1956-1958 based upon 507 reporting companies available upon request ~ 


Source: The Conference Board 


nondurables were down from the year-earlier pace, and 
the petroleum industry, which has been lagging in the 
approvals upswing, showed an encouraging 10% in- 
crease over the year-ago quarter. 

In the first quarter of 1960, six industries had lower 
appropriations than a year earlier, compared with three 


in the fourth quarter of 1959. But only two industries, — 


nonferrous metals and miscellaneous nondurables, were 
below the first-quarter approvals rate of 1958. The gain 


Percentage of Companies with Higher and Lower 


Appropriations 
1’59 II ’59 III ’59 IV ’59 I’60 
1°58 Il 68 | |111 765 Vly LoS et t00 ie 
All manufacturing 
Higher? .\..89) 4-,> 63 67 61 58 53 
WWE ys 3 5 s.6 21040 83 28 33 38 44 
No change....... 8 5 6 4 4 
Durables 
ighericc.. « «cia 65 70 62 57 52 
TOWED esate eye 3 's/ 33 25 82 39 44 
No change....... 3 5 7 3 3 
Nondurables 
Higher?nvi) 4... 61 62 59 59 53 
DOWeF ap soleil ss 85 833 36 37 43 
No change....... 4 5 5 3 i} 


for all industries from that recession low was 42%, with 
durables up 78% and nondurables up 25%. Four indus- 
tries more than doubled the approvals rate of two years 
ago, and another six posted gains of more than 50%. 
The 602 companies reporting appropriations for the 


past nine quarters have been classified into three cate- 
gories: firms with increases, those with decreases, and 
those reporting no change in appropriations from a year 
earlier. Each firm is counted as one unit, without regard 
to the size of its appropriations. 

Fifty-three per cent of the companies reported that 
they had higher appropriations in the first quarter of 
1960 than a year ago. This was the third successive 
decline in the diffusion from the second-quarter-1959 
peak of 67% reporting year-to-year gains. 

The diffusion fell in both durables and nondurables, 
each of which registered highs in the second quarter of 
1959. About the same proportion of companies in each 
sector scored gains over a year earlier. 


Backlogs Still High 


Backlogs at the end of the first quarter of 1960 were 
23% above their year-earlier level, the fourth successive 
such rise. In durables, backlogs were up 15%; in non- 


Percentage Changes in Outstanding Appropriations 


I’59 II 59 III’59 IV ’59 I’60 

I’68 II 58 III’58 IV ’68 1’59 

All manufacturing... — 6 10 20 82 23 
Durables........ 5 17 22 82 15 
Nondurables..... —18 1 18 $2 82 


durables, where spending has not yet risen as much, 
they gained 32%. 
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Table 2: Newly Approved Capital Appropriations 
for Reporting Companies, 1958-1960! 


Money figures in millions of dollars 


% Change 

I ’60 1’60 

I ’60 I’59 I’59 I’58 

All manufacturing. ...........0.. 3,009 2,879 6 42 

Durable goods industries........ 1,206 1,367 —12 78 

Primary iron and steel....... 824 584 —45 120 

Primary nonferrous metals... . 53 93 —43 —5 
Electrical machinery and equip- 

MERU oe Mis are vaya sta arate « 190 134 42 121 
Machinery, except electrical... 159 1384 19 75 
Motor vehiclesandequipment. 151 146 3 30 
Transportation equipment ex- 

cluding motor vehicles... .. 73 49 49 78 
Stone, clay and glass products. 120 93 29 135 
Fabricated metal products. .. . 83 84 -1 34 
Instruments and photographic 

eEQuIPMENLMA Mes nae she sca. 37 27 37 76 
Other durable goods industries? 15 19 —@1 88 

Nondurable goods industries... .. 1,803 1,512 19 25 
Food and beverages......... 131 149 —12 11 
Textile mill products........ 43 29 48 139 
Paper and allied products..... 89 65 37 78 
Chemicals and allied products. 371 215 73 48 
Petroleum and coal products.. 1,091 993 10 15 
Rubber products............ 68 AT 45 84 
Other nondurable goods indus- 

RTleS eters nays a kanye ows 11 14 —21 —27 


1 Based upon 602 reporting companies. Industry totals are rounded 
2 Includes lumber products, furniture and fixtures, ordnance and miscellaneous manufactures 


® Includes apparel and related products, tobacco, leather and leather products, printing and 
publishing 
Source: The Conference Board 


Four industries—nonferrous metals, nonelectrical ma- 
chinery, fabricated metals, and miscellaneous nondur- 
ables—reported lower backlogs than a year ago. The 
largest backlog gain was scored in the rubber industry, 
up 125% from a year earlier. Gains in excess of 50% 
were also posted by the stone, clay and glass, miscel- 
laneous durables, textiles, and chemicals industries. 


Percentage of Companies with Higher and Lower Backlogs 


1°59 II ’59 III ’59 IV ’59 I’60 
168 11°68  T11’68  IV’68 169 
All manufacturing 
Blighers. on ects s 50 58 57 59 56 
MOWED Ae occ oa 45 36 38 34 38 
No change....... 6 5 6 7 6 
Durables 
Higher: oo Nr 256 52 60 58 59 56 
ower, «|... bis os:. 42 34 36 32 38 
No change....... 6 6 6 8 |: 6 
Nondurables 
PEL gen ere eave care 47 57 55 58 55 
Hower... cms. 47 39 40 36 39 
No change....... 6 3 5 6 5 


Further perspective on backlogs is gained when the 
602 companies are counted as individual units. In the 
first quarter of 1960, backlog gains from a year earlier 
were reported by 56% of the companies, a decline from 


the fourth-quarter peak of 59%. Both durables and non- | 


durables have shown a parallel decline in diffusion. 
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Table 3: Outstanding Capital Appropriations for 
Reporting Companies, 1958-1960! 


Money figures in millions of dollars 


% Change 

End of: I 60 1 ’60 

I ’60 1’59 I’59 I’58 

All manufacturing. ...........6.- 7,610 6,212 23 16 

Durable goods industries........ 4,183 3,625 15 21 

Primary iron and steel....... 1,888 1,662 14 52 

Primary nonferrous metals.... 215 228 —6 —43 
Electrical machinery and equip- 

MONG si. ss iarals siete ol steers siererere 664 539 23 15 
Machinery, except electrical... 376 388 -—3 16 
Motor vehicles and equipment. 334 285 17 —25 
Transportation equipment, ex- 

cluding motor vehicles. ..... 105 97 8 -1 
Stone, clay and glass products. 319 199 60 71 
Fabricated metals products.... 109 117 —7 9 
Instruments and photographic 

equipment.............-5. 72 51 41 41 
Other durable goods industries? 102 60 70 209 

Nondurable goods industries..... 3,427 2,587 82 9 
Food and beverages......... 254 240 6 10 
Textile mill products........ 87 51 71 211 
Paper and allied products..... 333-254 31 17 
Chemicals and allied products. 1,149 732 57 —2 
Petroleum and coal products.. 1,376 1,170 18 8 
Rubber products.,.......... 180 80 125 96 
Other nondurable goods indus- 

tries’; Cra -S ond merece oe rete 49 60 —18 —16 


1 Based upon 602 reporting companies. Industry totals may not add up because of rounding 
2 Includes lumber products, furniture and fixtures, ordnance and miscellaneous manufactures 


3 Includes apparel and related products, tobacco, leather and leather products, printing and 
publishing 


Source: The Conference Board 


The backlog rate in the first quarter was no higher 
than a year earlier, following four consecutive year-to- 
year rises. (The backlog rate is defined as the number of 
quarters the appropriation backlog would last at the 
current rate of spending or commitment.) In the durable’ 
goods industries, the rate was well below the year-ago 


Number of Quarters of Commitment or Expenditure 
Represented by End-of-Quarter Backlog 


1958 1959 1960 
ig EES STILE SEV. I 8 ED 8 ae I 


All manufacturing. 3.8 32 3.3 28 40 3.5 3.6 3.0 4.0 
Durables....... 4A 40.43 3.7 650 4.1 45 3.7 4.4 
Nondurables.... 3.3 2.5 26 20 3.1 28 29 23 3.7 


level, and was equal to that in the first quarter of 1958. 
In nondurables, however, the rate was well above a year 
ago, the fourth straight such gain. 


Backlog Rates on a “‘Spent’’ Basis 


The backlog rates represent an admixture of spending 
and commitments. (A commitment is the placing of an 
order after the appropriation has been approved.) Some 
companies have been able to report their commitments; 
for these companies, then, backlogs represent uncom- 
mitted appropriations. For companies unable to report 
commitments, they represent unspent backlogs. — 


Table 4: Capital Appropriations for Reporting Companies, 
1958-1960, By Quarters’ 


Millions of dollars 


1958 1959 1960 


I i Ii IV I Il Til IV I 
Att ManuractTuRING 
Opening’ backlogy ss Oh. SA. tag selec 6,520 6,567 5,825 5,354 5,009 6,208 6,394 6,417 6,597 
Newly approved............cce cece 2,118 1,371 1,274 1,677 2,879 2,123 1,951 2,441 3,009 
Committed Or Spent) come os + dcieite es 647s, 2.2 1,738 1,831 1,612 1,793 1,555 1,847 1,770 2,160 1,891 
Cancdled eaten ae Gee eG ecnesis 316 287 142 258 121 106 189 hig 110 
Closing backloge sh unpaisie «ceteris caer 6,586 5,827 5,354 4,980 6,212 6,397 6,446 6,566 7,610 
[Capital expenditures. ............-..55- 1,834 1,892 1,673 1,805 1,409 1,749 1,721 2,174 1,800] 
Doraste Goons InpusTRIES 
Opening backlogs) .:8008 6.25.0 .eisees 3,679 8,443 3,264 3,106 3,044 3,621 3,813 3,782 3,999 
Newly approved...............0eeeeees 677 701 606 874 1,367 1,149 872 1,352 1,206 
Commitied or spent. . Wik... .slebes ives 792 816 729 818 731 931 846 1,069 956 
Canceled). iilin doc ues «ans Bae OR I Oe 121 61 41 116 $1 85 54 48 66 
Closingibacklog site. : sac save eee 8,447 3,262 3,102 3,045 3,625 3,814 8,787 4,008 4,183 
[Capital expenditures. ...............06. 883 903 806 831 640 832 802 1,059 914] 
Primary iron and steel 
Opening backlog® |... #06 3 sch 6 caters casters 1,378 1,238 1,327 1,315 1,289 1,662. 1,737 1,679 ~ 1,880 
Newlyrapproved... ./ng.. «ss ss nactelesaiecle 147 356 229 236 584 831 129 528 324 
Committed. or spent ..acjete Se s-sqtopteioisteesets 275 260 239 250 204 255 186 826 312 
Canceled 500 ae Seek bales a eateisie ass 10 5 4 12 8 5 | 1 1 
Closing*backlogy.-. /Gaee boc ssraioet alec 1,240 1,332 1,316 1,289 1,662 L737 1,679 1,881 1,888 
[Capital expenditures. ............-sceee 298 306 261 248 187 232 173 312 298] 
Primary nonferrous metals 
Opening backlogs). oo < cists sis yas aioe de elets 453 380 278 263 188 229 214 254 219 
Newly approvedicc: Guess nctiiae eae 56 11 33 17 93 56 94 34 53 
Committed onispentc. - saan soe celine en 120 106 £6 58 §1 68 54 64 66 
Canceled hi. S0G sia cig ate cals inh ee ata Siskel ete OMe 8 8 3 40 3 2 4 4 3 
Closing backlog) tox kyais.c sage wicies @aean ieee 380 278 263 187 228 214 254 219 215 
[Capital expenditures. ...............00. 109 85 71 72 59 70 60 73 55] 
Electrical machinery and equipment 
Opening backlog... 4. i... Gesu ae eeesee 582 578 569 504 500 538 571 605 614 
Newly/approveds..n< awe biccuhne te ne 86 96 55 162 134 168 193 189 190 
Committed or spent... 6... ece sence ees Ue 95 112 133 83 124 120 165 121 
Cancde ait © Saree: Gauieeha wee tesa 13 15 13 E27 12 11 39 Lh 22 
Closing backlog:).« 3c scemreastes este cnte yee 578 565 500 507 539 571 605 615 664 
[Capital expenditures. .............2e00- 94 110 125 142 77 104 120 164 105] 
Machinery, except electrical 
Opening backlog sv. ahvanegy cts spccite 356 324 311 323 376 386 378 339 324 
Newly approved.v)c2Siecclesves oeeeses 91 67 89 138 134 119 94 105 159 
Committed arispent, ...- i. «s5 qeehieeeeee 65 (ME 76 80 119 127 121 110 92 
COnecled ernie Von tn ere meen tee eee 57 4 1 8 v4 1 8 4 it 
Closmp'backlog).... va. ccc ut one wena cern $25 311 324 377 388 878 847 $30 376 
[Capital expenditures. .............00. A J 96 97 83 86 70 98 103 115 94] 
Motor vehicles and equipment 
Openingbacklog 2.2 sia awe 428 445 358 292 252 285 374 331 340 
Newly: approved... .i58 5.4420) sts didie dele 116 43 53 60 146 224 117 157 151 
Commitied onvenent |. ck. cs scee es ketene &8 110 101 91 96 132 157 142 147 
CONCEAL es ink 5c Catcher ee ee eat 11 20 19 9 16 17 5 4 10 
Closing backlog... .'./f282). Snead Rea 445 358 292 252 285 374 330 340 334 
(Capital expenditures. .............4. 5 109 120 106 88 84 109 134 146 132] 
Transportation equipment excluding motor 
vehicles 
Opening backlog... 1.2... 02. ce wees 106 106 86 69 89 98 83 79 86 
Newlhy:approved: gai: + 5,-0.0 000 dees ncay en 41 20 22 64 49 42 40 58 73 
Committed or spent.........00cecceeeees 41 38 38 45 40 55 40 47 48 
Cancdled Cees det a. fs SEAS ee if 2 1 5 1 1 1 5 W¢ 
Closing bachslo gars tic lyin) <i » stele cate 106 81 70 82 97 84 82 86 105 
[Capital expenditures. ....... ielhs aie ae 40 36 4] 37 48 40 50 50] 


(Footnotes on page 16) 
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Table 4: Capital Appropriations for Reporting Companies, 1958-1960‘ (Continued) 


Millions of dollars 


1958 1959 1960 
I II Til IV I II iit IV I 
Stone, clay, and glass products 
pening backlog... 1. ies le tye ce ocr oes 212 187 162 186 180 199 241 291 283 
Newly approved... aoe. s. ss scae ss sid os 51 51 79 74 93 117 126 112 120 
ommilled on spentorcice tie hae varaske Hate..tee 62 68 54 73 68 72 78 99 80 
(ORT OGE TIRE, oie, Eg Mt ons, RG OREO ORE 16 5 2 6 of 1 2 7 4 
losing backlog 427.0, dis co. Sld> «okie 187 162 185 182 199 241 287 284 319 
[Capital expenditures................... 65 76 59 63 61 82 82 87 80] 
Fabricated metal products 
Opening backlogics BG. AS oes. 71 100 86 77 68 118 79 74 74 
IWewlyapproved «1c oeetie.c cls doves « ots 62 17 23 44 84 17 41 59 83 
Committediorispent «sale x05. tess cos 30 $1 31 49 3h 55 46 58 48 
CC AMCC Cdk MM dank Veet eon ck MEE wees la lt 2 1 a 5 a a a 2 1 
Wlosing backlogs. 6 \tett scssteeeteecn is ote 100 86 ih 67 117 19 74 13 109 
[Capital expenditures................... 89 38 34 45 30 46 47 58 48] 
Instruments and photographic equipment 
Openingipacklog ye. ere close ee eo biosts 52 51 55 48 46 51 59 60 61 
Newly approved...............00000005 21 23 15 28 27 33 23 36 37 
Committed or spent: occ... 0 obs onc aas 19 18 18 28 20 21 22 80 265 
Canceled rete ste ee ieee SEs Ne caawie tense 3 1 1 8 1 1 a 1 1 
@losing backlog... . ee hecc sc see ste wee 51 55 48 46 51 59 60 61 72 
[Capital expenditures.................0. 19 18 17 28 19 21 22 29 24] 
Other durable goods industries* 
Opening backlog. 20h he cee 42 33 34 28 57 56 76 69 118 
INGWIYJADDIOVEC §, ssactsiant«« ausichererssett cicravels 8 16 8 50 19 43 15 76 15 
Committed or spent..........00.c00e00s> 1h 1k 16 91 16 22 21 27 380 
CONC NEe E EE e aee eke ee 2 a a 1 a a 1 a 1 
lasing backlogs, Siccm.r: screens ces 33 34 28 56 60 76 69 118 102 
[Capital expenditures................06. 14 14 15 22 16 23 22 27 29] 
NonpDvuRABLE Goons INDUSTRIES 
Qpening backlog. . 5)... kee ees eee 2,842 8,124 2,561 2,248 1,965 2,587 2,581 2,634 2,598 
INEWLYAPDIOVEC sigs sconce anateece ee 1,440 671 668 808 1,512 974 1,079 1,089 1,803 
Committed OF SPenb Ys 5255.65 Shes bss tne oie 947 1,015 883 975 824 916 924 1,092 935 
WO AMCM CUR Re) MPU iieeicre cle Siokays dea es 194 225 101 142 70 71 85 7h 44 
Closing backlog ho e).\astas «ies etloiier eats 3,140 2,565 2,252 1,935 2,587 2,583 2,658 2,558 8,427 
[Capital expenditures.................. 951 989 867 974 768 917 920 1,115 886] 
Food and beverages 
Opening backlog...................05. 197 228 189 189 175 240 244 246 238 
Newly approved.................ceeues 118 75 94 98 149 117 101 103 131 
Committed or spent............0eccveees 81 107 90 104 8&3 110 103 104 107 
Canceled Pe eo Bane deans aes Me 8 2 2 5 4 2 vA vf 8 
MlOsiNng DACKOR fo ce rey wehersiaie onde satiggscs ORK 231 195 189 179 240 245 238 238 254 
[Capital expenditures................... 83 101 95 lll 80 112 100 115 99] 
Textile mill products 
Opening backlog................0-000% 29 28 20 29 42 52 50 69 72 
Newly approved................000000- 18 9 23 82 29 29 47 86 43 
Committed or spent..........0eee cc eeees 17 18 15 18 19 30 28 82 28 
Cancel eds tency e pesketstecale slew ote «iefshe Sosy a a 1 a a 2 a a 8 
@losing backlogy jc .05 + 2c- sess seek ees 28 20 28 42 51 50 69 74 87 
[Capital expenditures................... 19 18 15 18 20 29 $2 82 28] 
Paper and allied products 
Opening backlog. «0.5.2.0: c0sc0cene ces 327 285 257 236 249 256 265 308 327 
Newly approved...........0.ceeeeeeees 50 44 44 84 65 76 122 115 89 
Committed or spent Soot ve ov as seas = veins 87 68 64 67 59 67 76 98 81 
Canceled 8 iss eae Ie a eis Sela ae 4 2 2 8 i 4 a 4 6 
@losing backlogs acer hiscdie eels ah akebe 285 258 236 247 254 265 318 $23 $33 
[Capital expenditures................... 89 76 70 71 56 68 68 98 76] 
(Footnotes on page 16) 
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Table 4: Capital Appropriations for Reporting Companies, 1958-1960* (Continued) 


Billions of dollars 


1958 
I II 
Chemicals and allied products 
Opening backlog ven. pe jew nis ehenengntareints 1,267 1,156 
INewlyrapproved eos <p cen ae eet weeds 251 181 
Commitiedion spent. s.2eii- ssi tes ert 289 808 
Canceled somichipe se akties Cees ce eee 63 133 
Closing backlogaac.)-cteciecwcliem sas Gator 1,167 913 
[Capital expenditures.................-. 291 302 
Petroleum and coal products 
Opening backlogs: 6.02 2.52... 02% ie et 870 1,276 
INEwly ADDIOVeds aie er Mh cmcatsic acts te sino 952 319 
Committed or spent.....%. 2. 00s Jesse sek 419 468 
Canceled Pree easton Coes ee Lee 122 &3 
Closing ‘backlog. 7.2.4 3a Ackisce helene 1,279 1,042 
[Capital expenditures.................-. 417 437 
Rubber products 
Opening backlog... 0). ..... dic cs ssicke 91 92 
Newly approved... . Sao. snd den is cine 37 22 
Commilted or’a pent . ))0 50s. |. «stereo ncis are 35 82 
Canceled 2.8. san o's. Mis srseene sie piee ee eet 1 5 
Closing backlog.) .. .We << setint cen et 92 77 
[Capital expenditures................... 35 33 
Other nondurable goods industries® 
Opening backlog). ac Waoocck sc dieies ser 62 58 
Newly approved... 2.06201. sie dete se lo 15 20 
Committed orvapent a... sisi eee asoiniatel 19 18 
Canceled hind jn tiv ke cia ne a eee a 1 
Closing backlog, 3.2 Gas caste nese ok 58 60 
[Capital expenditures................005 18 Q1 


Til 


20 


1959 1960 
IV I I Ill IV I 
790 719 730 791 966 1,016 
212 215 288 398 840 371 
261 197 21h 214 264 231 
26 6 17 9 rs) a 
715 732 790 966 1,032 1,149 
260 194 211 214 268 234] 
866 653 1,168 1,065 850 734 
328 993 375 324 408 1,091 
471 419 484 448 §28 483 
97 68 4A 70 54 16 
626 1,170 1,068 872 680 1,376 
465 378 438 453 584 393] 
67 62 80 101 141 158 
30 47 64 80 69 68 
32 27 41 89 50 42 
3 1 3 a 2 3 
62 80 101 142 158 180 
32 25 38 34 48 39] 
Gk 66 61 64 53 52 
18 14 25 6 17 11 
21 20 20 16 16 ug: 
2 a 2 x a a 
66 60 64 53 54 49 
17 16 - 20 19 19 16] 


1 Based upon 602 respondents. (Data reported by 507 companies for 1955-1958 are available upon request.) Industry totals may not add up because of rounding. Opening backlog is defined as 
approved capital appropriations outstanding at beginning of quarter. Closing backlog is defined as approved capital appropriations outstanding at end of quarter 


2 Includes lumber products, furniture and fixtures, ordnance and miscellaneous manufactures 


3 Includes apparel and related products, tobacco, leather and leather products, printing and publishing 


Source: The Conference Board 


Unspent backlogs at the end of the first quarter, 1960, 
were 4.4 times as great as spending during the quarter. 
A year ago they had been 4.6 times as great. Thus, after 
six consecutive quarters in which the backlog rate re- 
mained above the year-ago level, it has declined slightly. 
The current rate is, however, well above the 1958 rate. 

The decline in unspent backlogs was centered in the 
durable goods industries, where the rate fell from 5.7 
times expenditures a year ago to 4.7 in the latest quar- 
ter. In nondurables, the rate rose in this period from 3.6 
to 4.1 times expenditures. The difference between the 
two sectors stemmed from the earlier appropriation 
advances of the durables sector, which resulted in an 
earlier rise in spending. These spending gains, in turn, 
reduced the backlog rate. As spending rises in nondur- 
ables accelerate in the coming quarters, consequent to 
the more recent rise in approvals, the backlog rate there 
can be expected to fall also. 


Recovery in Review 


The peak in capital appropriations (on a seasonally 
adjusted basis) seems to have come some six quarters 


a—tLess than $500,000 


after the trough in the second quarter of 1958 (see 
chart). During those six quarters the approvals rate 
rose by two thirds. Capital spending, which had de- 
clined less rapidly than approvals, continued to fall all 
through 1958. It was still rising rapidly as of the first 
quarter of 1960 and was 39% higher than at its fourth- 
quarter-1958 bottom. 

The approvals recovery began in the durables sector 
in the second quarter of 1958 while nondurables ap- 
provals were still declinmg. The second-quarter gain 
was almost entirely accounted for by the steel industry. 
Through the rest of the year the durables total rose 
steadily despite some decline in the steel industry. Thus 
by the end of 1958, durables approvals were some 40% 
above the first-quarter low. The second-half gains were 
sparked by the machinery industries and stone, clay and 
glass. Motor vehicle approvals continued to decline and 
those made in nonferrous metals fluctuated at a very 
low rate. 

The approvals rise in nondurables during 1958 was 
more modest, with a 20% gain registered by the fourth 
quarter; but the year-end rate was still no higher than 
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that of the first quarter. Food, textiles, and paper led 
this modest advance and were above the first quarter by 
the end of the year. 

As mentioned above, spending continued to decline in 
both sectors during 1958. At the end of 1958 only one 
industry —instruments—exceeded its year-ago spending 
rate, although ten industries had higher appropriations 
and four had higher backlogs. But an end of the spend- 
ing decline was imminent, as appropriations and spend- 
ing reached a parity in the fourth quarter, thus halting 
the long steep decline in backlogs. The approvals recov- 
ery of 1958 had been just sufficient to check the spending 
decline, but it did not indicate any significant rise in 
spending. 


The Surge in 1959 


The prospect of increased spending was assured by the 
spectacular upsurge in appropriations in the first quar- 
ter of 1959. In that one quarter, durables approvals rose 
almost 50%, with increases of over 100% posted in steel, 
nonferrous metals, and motor vehicles. Every durable 
goods industry was above the year-ago approvals rate, 
and most were above the seasonally adjusted fourth- 
quarter rate. Since spending rose only mildly from the 
fourth-quarter trough, a substantial backlog build-up 
was begun in the durables sector. Nondurables, by con- 
trast, boosted approvals only slightly in the beginning 
of 1959, and backlogs were virtually stable. 
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In the second quarter, the advance in durables ap- 
provals slowed as the steel industry cut back sharply 
from its first-quarter high. This cutback was offset, 
however, by a sharp rise in motor vehicle approvals, 
accompanied by continued gains of more moderate 
dimensions in a number of other durables industries. In 
the third quarter, the nondurables industries began to 
boost their appropriations, matching the second-quarter 
gain in durables. In both sectors, spending increases 
were modest and backlogs continued to build up. 


The Steel Strike 


The third-quarter steel strike occasioned another 
sharp reduction in steel approvals, which, together with 
a decline in motor vehicles from the second-quarter 
high, was sufficient to outweigh substantial gains in 
other industries and cause a decline in the durables total. 
At the same time, approvals in nondurables, which had 
slowly been gathering steam, registered an impressive 
gain of one fourth over the preceding quarter. The gain 
was mainly sparked by the chemical industry, but sharp 
advances were also reported in textiles, paper, and 
rubber. Indeed, only the petroleum industry continued 
to lag in the recovery. 

In the fourth quarter, total appropriations rose only 
slightly. The advance was owing to a steep rise in steel 
industry approvals, which rebounded sharply from the 
strike-induced low of the third quarter. Approvals in 


Table 5: Appropriations for Plant and Equipment, 1959-1960 ° 


In per cent 


% Change I ’60/I ’59 


Appropriations for: 


Total Appro- 
priations Plant Equipment 

MALL TRAM ULACHUTUIGS «22. «aha oks che) yo iene sie: sae 2 4 1 
Durable goods industries?............. =—12 —17 —10 
Primary iron and steel............ —28 —48 —19 
Primary nonferrous metals........ —54 —72 —4l1 
Electrical machinery and equipment. 50 117 29 
Machinery, except electrical....... 18 22 17 
Motor vehicles and equipment... .. —3 85 —6 

Transportation equipment, excluding 
motor vehicles.,............s055+ 51 58 AT 
Stone, clay and glass products...... 40 26 47 
Fabricated metals products........ Q4 103 1 

Instruments and photographic equip- 
TERGEUD oe eek cs egestenatchsicie; eiais. creak tyeins:s AT 45 47 
Other durable goods industries‘... . . 52 40 55 
Nondurable goods industries®.......... 37 47 83 
Food and beverages.............. —16 —7 —19 
Textile mill products.............. 54 21 65 
Paper and allied products......... 31 —30 44 
Chemicals and allied products...... 30 a7 26 
Rubbersproducts. caste was 6 aes oes +o 45 39 45 
Other nondurable goods industries’... —30 —7 — 36 


Appropriations for Plant as a Coverage 
Percentage of Total Appropriations Ratio? 
159 II ’59 III 759 IV 59 I ’60 1959 

26 33 36 2h 26 57 
26 34 82 Qh 23 53 
28 36 19 a 20 28 
Al 35 28 20 25 86 
24 46 40 25 34 78 
18 ll 30 12 18 92 

3 19 18 18 6 40 
32 45 49 40 34 92 
34 53 45 37 31 67 
22 13 39 49 37 63 
15 17 25 25 15 21 
22 68 4 43 20 20 
28 $1 41 2h 30 65 
21 35 33 25 22 59 
25 9 12 13 20 Me 
18 il 56 Si 10 56 
42 41 49 25 44 69 

9 13 6 23 8 55 
13 17 17 12 18 76 


1 Based upon 467 companies reporting appropriations separately for plant and equipment for all quarters. Petroleum industry is excluded 
2 Percentage of total appropriations of all reporting companies accounted for by companies reporting plant and equipment appropriations separately 


3 Appropriations for plant computed by multiplying each industry's "plant ratio" by total appropriations of all 602 reporting companies. That is, the plant ratios and percentage changes have 
been weighted by appropriations of all reporting companies. "Plant ratio” is defined as appropriations for plant as a percentage of total appropriations 


4 Includes lumber products, furniture and fixtures, ordnance and miscellaneous manufactures 


5 Includes apparel and related products ,tobacco ,leather and Jeather products, printing and publishing 


Source: The Conference Board 
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most other industries were off, however, from third- 
quarter highs. Thus, while twelve industries registered 
advances in the third quarter over the second, only five 
industries were up in the fourth quarter. Approval rates 
were still high and all but a few industries recorded well 
above year-earlier rates, but there was a definite easing 
from third-quarter highs. This was especially noticeable 
in such industries as electrical machinery, paper, and 
chemicals, which had sparked the third-quarter advance. 

In the first quarter of 1960, the same trends con- 
tinued. A drop in steel industry approvals from the 
artificial high of the fourth quarter resulted in a decline 
in the durables total. Aside from the steel industry, the 
durables sector maintained the level of the fourth quar- 
ter, and although 20% below the mid-1959 peak was 
still up 15% from the first quarter of 1959 and 70% from 
the first quarter of 1958. 


Strong Spending Rise 


While total durables approvals fell from the levels of 
the last half of 1959, spending climbed steadily. By the 
first quarter of 1960, expenditures in the durables sector 
were up more than 40% over a year ago. Thus spending 
overtook appropriations, and the substantial backlog 
build-up of 1959 was abruptly halted in the first quarter 
of 1960. Yet existing backlogs appear sufficient to carry 
spending forward for several quarters, although con- 
tinued rises in 1961 would seem to require new gains in 
appropriations. 

The nondurables industries have regularly lagged the 
durables sector by one or two quarters. There, too, the 
first-quarter-1960 approvals rate was no different from 
the preceding quarter. Since the approvals recovery in 
nondurables started later than in durables, it had not 
yet progressed so far. Thus the first-quarter-1960 
spending rate was below the approvals rate, and back- 
logs were still growing, though not quite so fast as in 
mid-1959. 


An Exercise in Capital Appropriations 


* How far these backlogs may sustain a spending rise 
can be. seen from the following numerical exercise. As- 
suming that appropriations maintain their first-quarter- 
1960 seasonally adjusted rate, how long can spending 
continue to rise at the present rate? In the first quarter 
of 1960, spending was up 28% from a year earlier. The 
same rate of year-to-year gain could be maintained until 
the first quarter of 1961, at which time half of the back- 
logs accumulated during 1959 would be depleted and the 
remainder would suffice to keep spending at the hypo- 
thetical 1960 rate. In fact, even if appropriations in the 
remainder of 1960 were to be 10% below the seasonally 
adjusted first-quarter rate, the spending increase could 
be maintained all through the year before half the 1959 
backlogs were used up. 

Thus past appropriation gains seem to assure con- 
tinued spending gains through most of 1960 and perhaps 
into early 1961. But spending activity past that point 


will depend on appropriation trends during the rest of 
1960. Whether the recent modest losses continue or, on 
the other hand, the downward trend is reversed as busi- 
ness confidence revives from the hesitations of late 1959 
and early 1960, can only be guessed at. The definitive 
answer will have to await the next and forthcoming 
surveys of capital appropriations. 


Morris CoHEN 

Martin R. GAInsBRUGH 
Assisted by 

Herman RosEMAN 

Office of the Chief Economist 


Business Bookshelf 


Engineering Data-Processing System Design—The author out- 
lines a method for designing, justifying, instaling, operating 
and controling a mechanized system for carrying out the 
data-processing tasks of engineering departments. Emphasis 
is on the handling of engineering drawings, parts lists, and 
other supporting documents. The material is supplemented 
with charts and exhibits throughout. By Arthur D. Even. 
D. Van Nostrand Company, Inc., Princeton, New Jersey, 
1960, 282 pages. $6.50. 


The Evaluation of Common Stocks—An exposition of the value 
line investment procedure in evaluating common stocks. By 
Arnold Bernhard. Simon and Schuster, New York, New York, 
1959, 182 pages. $3.95. 


American Investment in British Manufacturing Industry—Findings 
of a three-year research project into the nature, extent, and 
economic significance of United States direct participation 
in British industry. By John H. Dunning. George Allen and 
Unwin, Ltd., London, England, 1958, 365 pages. $6.30. 


Portfolio Selection—Descriptions of the techniques for analysis 
of security portfolios. The treatment is largely mathemati- 
cal. By Harry M. Markowitz. John Wiley & Sons, New 
York, New York, 1959, 344 pages. $7.50. 


Statistics for Business Decisions—Abounds in example of the ap- 
plication of statistics to business situations. By Ernest 
Kurnow, Gerald J. Glasser, and Frederick R. Ottman. Richard 
D. Irwin, Homewood, Illinois, 523 pages. $8.70. 


Economics of Canadian Transportation—An appraisal of the eco- 
nomic factors affecting transportation in Canada. The book 
is concerned primarily with railways, but also deals briefly 
with highway freight and passenger traffic, civil aviation, 
inland and ocean shipping and oil and gas pipelines. 
Although mainly historical and factual in character, the 
study contains some implied suggestions for amendments to 
existing government transportation policies. By A. W. 
Currie. University of Toronto Press, Toronto, Canada, second 
edition, 1959, 785 pages. $10.00. 


Economic Development and International Trade—A collection of 
papers presented at Southern Methodist University by ex- 
perts on international affairs. Edited by Paul D. Zook. 
Boon Methodist University Press, Dallas, Texas, 1959, 
134 pages. $3.00. 


Economic Integration—An examination of the theoretical as- 
sumptions and consequences of European unification. By 
Rolf Sannwald and Jacques Stohler. Princeton University 
Press, Princeton, New Jersey, 1959, 260 pages. $5.00. 
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“Help-wanted” Advertising as a Business Indicator 


This article is drawn from a forthcoming Technical Paper, “'Help-wanted Advertising as a Business 
Indicator.” In addition to the materials presented here, the Technical Paper will contain analysis at 
the regional level and tabulations of the aggregate index itself and related series 


of newspaper help-wanted advertising information 

for analysis of business conditions. In the back- 
ground of this interest has been the continued search of 
business cycle analysts for supplements to the list of 
statistical indicators that tend to lead general business 
activity. Also prominent has been the need of business 
organizations for indicators at the regional level. Re- 
gional indicators of business conditions are relatively 
scarce, and usually of a lower quality than statistics 
available for the nation as a whole. 


UNDERLYING SUPPOSITIONS 


Underlying the use of help-wanted data for business 
analysis is the supposition that the level of help-wanted 
advertising at any given time reflects employers’ de- 
mands for labor, and thus provides a fast indication of 
trends in employment. An attractive feature of help- 
wanted information is the timeliness with which the 
data may be collected; while the figures presented here 
are on a monthly basis, it is possible in principle to run 
such series on a weekly basis. 

Another advantage of help-wanted data is the flexi- 
bility with which this information can be arranged to 
cover different regional units. Since there is scarcely a 
town of any size without a local newspaper servicing it 
and the adjacent area, and since advertising for help in 
newspapers is a prevalent practice, it 1s feasible to con- 
struct an index of help-wanted advertising for any area 
of reasonable size, such, for example, as might be of 
interest to a marketing, banking or utility organization. 

Use of help-wanted advertising data in business 
analysis is by no means a new development. William A. 
Berridge, economist of the Metropolitan Life Insurance 


[: RECENT YEARS interest has grown in the use 


The help-wanted data used in this paper are fur- 
nished to THE CONFERENCE BOARD by B. K. Davis & 
Bro. Advertising Service. This organization, under 
the direction of Gerald G. Griffin, specializes in 
help-wanted advertising, and publishes a monthly 
report, the Help-Wanted Trend. The Service collects 
monthly help-wanted data from some 115 news- 
papers throughout the country 
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Company, has maintained a monthly index of employ- 
ment advertising for over thirty years.! One of his con- 
clusions about the performance of his help-wanted index 
is that it is closely related to the general business cycle. 
Analysts at the National Bureau of Economic Research, 
who have tested the index for its relation to the general 
business cycle, have classified it as a generally coincident 
series. 

Recent uses of help-wanted information for the pur- 
pose of regional analysis include those made by the 
Security First National Bank of Los Angeles, and the 
Department of Commerce and Public Events of New 
York City.? 

In recognition of the interest in help-wanted statistics 
as a new business indicator, THE CONFERENCE BoarRpD 
has examined the performance of help-wanted statistics 
in some detail. The objective has been to develop, on an 
adjusted basis, a monthly index of the volume of help- 
wanted advertising, based on a regionally balanced 
sample of leading newspapers in major labor market 
areas. The relationship of such an index to movements 
in general business activity, and particularly in employ- 
ment and unemployment statistics, is then examined, 
and the quality of leads at the turning points is appraised. 

The source of the basic data on help-wanted advertis- 
ing used in this article is B. K. Davis & Bro. Advertising 
Service, in Philadelphia, which has been active in collec- 
tion and publication of help-wanted data for several 
years. (See statement at bottom of first column.) 


CONSTRUCTION OF A NATIONAL INDEX 


THe CoNnFERENCE Boarp’s index of help-wanted 
advertising is based on the number of help-wanted ads 
published in the classified sections of leading news- 
papers, one in each of thirty-three cities representing 
thirty-three major labor market areas. 

The final selection of thirty-three cities as the sample 
base for the index is an outcome of a compromise be- 
tween the desire to cover all the major labor markets in 
the nation and the availability of data. The initial 

1 American Statistical Association, ‘Proceedings of the Business 
and Economic Statistics Section,” 1955 and 1956 Annual Meetings, 
pp. 262-263 


2See Security First National Bank, Monthly Summary of Business 
Conditions in Southern California, March, 1959; New York City 
Monthly Statistics, April, 1959 
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intention was to include all metropolitan areas which 
had 500,000 or more inhabitants in 1950, according to 
the United States Census of Population. 

There were thirty-five such metropolitan areas. For 
three areas, the data were not available. On the other 
hand, four somewhat smaller areas in the South and the 
West were added in order to improve the regional 
coverage. The information was incomplete for three of 
the thirty-six newspapers for which the data were col- 
lected, and they were subsequently dropped from the 
sample. The list of the thirty-three cities ultimately 
included: 


Northeast South 
Albany Atlanta 
Boston Baltimore 
New York Birmingham 
Philadelphia Dallas 
Pittsburgh Houston 
Providence Knoxville 
Louisville 
Norn Central Memphis 
Chicago Nashville 
Cincinnati New Orleans 
Cleveland San Antonio 
Detroit Washington 
Indianapolis 
Kansas City West 
Milwaukee Los Angeles 
Minneapolis Salt Lake City 
St. Louis San Diego 
Youngstown San Francisco 
Seattle 


In the mid-Fifties, nonagricultural wage and salary 
employment in the thirty-three labor market areas 
selected for the index represented 63% of employment 
in the 174 metropolitan labor market areas defined by 
the Bureau of Labor Statistics, and 44% of total non- 
agricultural employment in the United States. Smaller 
metropolitan areas were not represented. Thus the index 
may be taken to reflect tendencies in the labor markets 
of the larger metropolitan areas which, as a group, 
account for a substantial proportion of the nation’s 
labor force. 


Nonagricultural Employment, November, 1955 


(thousands) 


Sample Areas Total te hee tee 
Northeast........ 7,777 15,168 Sls 
North Central..... 7,286 15,460 47.1 
SOUS. See euiee. 3,495 LSM 26.6 
Vie stil sieheete taki. i. 3,498 6,896 50.7 
United States. .... 22,056 50,641 43.6 


In order to reveal cyclical movements in the help- 
wanted advertising volume more clearly, the original 
data were adjusted for monthly variation in the number 
of Sundays, and for seasonal effects.! Typically, the 


number of help-wanted ads is considerably larger in the 
Sunday issue of a newspaper than in a weekday copy, 
and the number of Sundays in a month varies not only 
between successive months, but also from year to year 
for the same month. This factor may affect the monthly 
volume of help-wanted ads by several percentage points. 

In order to adjust for this effect, the monthly help- 
wanted totals were divided by a corresponding number 
of “standard days.’” Since for any given month the 
number of standard days was different for different 
newspapers, this adjustment was made separately for 
each newspaper series. The resulting monthly series thus 
represents the average number of help-wanted ads per 
standard day. 

The seasonal element in help-wanted advertising is 
quite conspicuous. Seasonal adjustment was made for 
each individual newspaper series at the Bureau of the 
Census, using the Bureau’s Univac program. 

The adjusted daily rates of help-wanted advertising 
were added up for the thirty-three newspapers, and the 
monthly totals were expressed as an index with a 1957 
base. 

BEHAVIOR OF THE INDEX 


The help-wanted index shows a high degree of sensi- 
tivity to the business cycle, and particularly. to labor 
market conditions. This is apparent in chart one, which 
compares the national help-wanted index with the 
civilian employment rate* in the framework of the 
business cycle reference dates defined by the National 
Bureau of Economic Research. It appears that both the 
cyclical movements and the trends of the two series 
have been similar.* 

The amplitude of help-wanted advertising has been 
substantially greater than the amplitude of the civilian 
employment rate (and employment). 

This is evidently due to the fact that the higher the 
proportion of the civilian labor force employed, the 
fewer potential applicants there are, on the average, for 
a job vacancy. Consequently, more ads placed for more 
days are required to fill a vacancy under tight labor 
market conditions than when the labor market is slack. 
This conclusion is also suggested by the generally de- 
clining trend of advertising over the period 1951-1960, 
as the civilian employment rate has declined. 

1Jn a few instances, when the monthly help-wanted data were 
seriously distorted by special events, such as a newspaper strike, 


“normal” values, estimated by judgment from comparisons of 
monthly totals over a number of years, were substituted 

2 The number of standard days in a given month equals the number 
of weekdays in that month, plus the number of Sundays multiplied 
by the Sunday conversion ratio. The ratio of the average number of 
ads on Sunday to the average number of ads in a weekday issue in 
the base year 1957 was used for conversion. This ratio was estimated 
separately for each newspaper in the sample, on the basis of informa- 
tion obtained from a questionnaire sent to each newspaper 

3 Civilian employment rate is the percentage of the civilian labor 
force at work 

4 An examination of the annual data back to 1919 for the help- 
wanted index of the Metropolitan Life Insurance Company suggests 
that the similarity of the over-all movements of the two series has 
persisted through a large number of cycles 
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Notwithstanding the over-all similarity of move- 
ments in the help-wanted index and the civilian employ- 
ment rate, there have been certain differences in the 
behavior of the two series, particularly around cyclical 
turning points, that bear closer examination. Another 
aspect of the help-wanted index, apparent in the chart 
already referred to, and requiring explanation, is that 
while the help-wanted index has led at the last two 
peaks in general business activity by several months, no 
comparable lead appears at the troughs. The help- 
wanted index also leads employment at the peaks, but 
not at the troughs. The timing of turning points in 
employment has closely corresponded to the general 
business cycle reference dates. 

The total volume of help-wanted advertising can be 
considered to consist of two parts: one part servicing the 
turnover in existing jobs, the other serving to fill new 
jobs. Both parts may be assumed to respond to general 
employment conditions as measured by the employment 
rate. The first part, however, also depends on the rate 
of labor turnover, while the latter also depends on the 
rate of growth in employment. 

In chart two, the behavior of the help-wanted index 
in the course of the two recent business cycles is com- 
pared with total nonagricultural employment, the civil- 
ian employment rate, the rate of change in nonagricul- 
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tural employment, and the quit rate. (The quit rate, a 
component of labor turnover, is available only for 
manufacturing.) The peaks in the help-wanted index 
have led the peaks in employment—by four months in 
1953 and 7-10 months in 1957. In 1953, the peak in the 
help-wanted index preceded the peak in the civilian 
employment rate by four months and, in 1956-1958, by 
five. In both cycles, the rate of change in employment 
turned down several months before the peak in help- 
wanted advertising. On both occasions the peaks in the 
quit rate roughly coincided with the peaks in the help- 
wanted index. 


In Late Stages of Employment Expansion... 


This evidence suggests that in the environment of the 
late stages of expansion in employment, such as pre- 
vailed in 1952-1953 and 1956-1957, forces are at work 
which tend to cut down the volume of help-wanted 
advertising several months before employment itself 
starts to recede. The rate of growth in employment falls 
off, thus reducing the advertising for new jobs, and the 
quit rate declines, depressing the demand for ads to 
service labor turnover. 

In addition, general labor market conditions ease; the 
relative “tightness” of the labor market is reduced as 
the civilian employment rate levels out (in 1952-1953) 


The Help-wanted Index and the Civilian Employment Rate, 1951-1960 
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The Help-wanted Index and Selected Labor Market Series in Two Business Cycles 
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Diffusion of Help-wanted Advertising and Nonagricultural Employment 
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or actually declines (in 1956-1957). In so far as these 
patterns are typical of situations prevailing at the peak 
of the cycle, the lead of help-wanted advertising over 
employment itself appears to have a clear rationale. 


In Cyclical Troughs ... 


The situation is considerably different at cyclical 
troughs. Here, no indication of a systematic lead of the 
help-wanted index over employment is apparent. In 
1954, the employment trough preceded the low in the 
help-wanted index by one month, and in 1958 the help- 
wanted index led employment by only one month. 

As with many other “leading” indicators, the back- 
ground factors that explain the lead of the help-wanted 
index at peaks apparently do not operate exactly in 
reverse at troughs. Upturns in the rate of change in 


employment (equivalent, at first, to a slowing in the © 


rate of decline of employment) preceded upturns in 
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help-wanted advertising. However, a drop in the rate of 
expansion in employment near the peak means fewer 
jobs to be filled, and hence less advertising, while a 
slowing in the rate of decline near the trough still means 
no new jobs, and therefore was no positive effect on 
advertising. 

The quit rate led employment at the troughs by short 
intervals, but the troughs in the employment rate (per 
cent of labor force employed) followed rather than pre- 
ceded the low points in employment; and labor condi- 
tions thus continued more or less easy into and beyond 
the trough. Thus the underlying conditions at troughs 
do not appear favorable for emergence of a lead of the 
help-wanted index over employment. Moreover, a sig- 
nificant part of the upturn in employment, at least in 
the initial stages, is accounted for by direct recall of 
workers previously laid off. This early increase in em- 


ployment evidently requires little or no advertising. 
—> 
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These observations about the character of the help- 
wanted index as a business indicator are drawn from 
only two cycles and may apply only to recent postwar 
experience. It may be noted that apart from any ques- 
tion of lead, the help-wanted index itself is still a helpful 
tool for appraisal of current business conditions, because 
of its extremely pronounced cyclical movements. 


UTILITY OF DIFFUSION MEASURE 


Some further utility of help-wanted data is obtained 
with a measure of the diffusion of increases in help- 
wanted advertising among the newspapers included in 
the sample. The monthly measure of diffusion adopted 
here is the percentage of newspapers (within the total 
of thirty-three newspapers in the sample) in which the 
adjusted volume of help-wanted advertising is higher 
than in the preceding month. (See chart on Page 23.) 

The measure thus reflects how widespread, in a 
regional sense, are increases in help-wanted advertising. 
A rising measure of diffusion indicates that increases in 
advertising are becoming more widespread, reflecting a 
broadening of the pressure on the national labor market. 
Conversely, a falling measure of diffusion means that 
increases in help-wanted ads are becoming progressively 
less frequent regionally, and hence that pressures on the 
labor market are easing. 

As appears from chart three, the measure of diffusion 
of help-wanted advertising has led nonagricultural em- 
ployment by rather long intervals: by ten and eleven 
months at the peaks, and by nine and six months at the 
troughs. The turning points in the measure of diffusion 
either preceded or coincided with the turning points in 
the rate of change of employment; in no instance did 
they lag behind employment change. 

This evidence suggests that the diffusion measure of 
help-wanted advertising, taken in conjunction with the 
help-wanted index itself and other employment indi- 
cators, may be a helpful additional tool in forming 
judgments about the general employment outlook. 


Nestor E. TerRLecKys 
Division of Business Analysis 


Business Forecasts 
[Continued from page 4] 


obligations held by the public—that is, outside government 
agencies and trust funds and the Federal Reserve banks— 
increased slightly, in contrast with a usual seasonal decline 
during that period. This year, in the first quarter, the publicly 
held debt declined by $2.6 billion, as the government’s budg- 
etary position shifted from a massive deficit in fiscal 1959 to a 
near balance in fiscal 1960. This change in the Treasury’s 
requirements accounts for the bulk of the shift to slower debt 
expansion compared with last year, but other demands for 
capital and credit have moderated as well. . . . 

“What about the rest of 1960? Even in 1959, when credit 
demands were heavier than ever before, first-quarter debt 


expansion was low relative to the rest of the year due to the 
seasonal patterns of borrowing by the Federal Government, 
consumers and business. As 1960 wears on, seasonal factors, 
especially the Treasury deficit in the second half of the year, 
will cause debt to expand much more rapidly than in the 
first quarter. 

“But fragmentary estimates for April and May suggest that 
over-all credit demands continue to be well below those of last 
year. Corporate and state-local government security issues in 
April and May are estimated to have totaled around $400 
million less than in 1959, a decline of one eighth. In April, 
total bank loans increased $1.4 billion, $500 million less than a 
year earlier, largely because of smaller increases in real estate 
and consumer loans. The Treasury’s cash deficit for April, 
traditionally a deficit month, was $1.2 billion smaller in 1960 
than in 1959, and the increase in the publicly held debt was 
$1.5 billion less this year. All in all, if the economy continues 
to expand at a moderate pace, as projected in most forecasts 
for the rest of the year, debt expansion in 1960 could very well 
total $20 billion or more less than last year’s record $66.7 
billion. . . .” 


General 


Labor Statistics Digest (June)—“‘. . . The 1960 outlook is 
for widespread but still very moderate average increases in 
wholesale prices, and slightly more at retail for all major 
groups, except for food and other farm products. 

“There is in prospect for this year an average decline for 
farm and food tags at the wholesale level similar to that of 
1959. Retail prices will slide, less than at wholesale, while 
restaurant meals are likely to continue their climb. Any 
further additions to state or local sales taxes would raise the 
level of consumer prices, too. 

“Excluding farm and food prices, all other wholesale prices 
rose only about 1% in 1959. Somewhat greater increases are 
possible this year. Of course, different price movements among 
the many commodities within the thirteen major commodity 
groups are not so easily discerned in the composite change. . .” 


Electric Power 

Allen S. King, president, Northern States Power Company 
(The Commercial and Financial Chronicle, June 16)—“. . . 
Here are some of the highlights of what we see ahead: by 1970, 
total power-producing capability of the electric companies is 
expected to reach 263 million kilowatts—more than twice 
today’s total. The total electric energy output will be in a new 
series of numbers—the trillions—reaching a total of 1.2 trillion 
kilowatt-hours—approximately twice today’s total. 

“By 1980, electric company power-producing capability is 
expected to reach more than 492 million kilowatts, which is 
nearly four times today’s total, and nearly twice the prediction 
for 1970. ... 

“Our electric companies had at the end of last year $43 
billion invested in electric plant and equipment, which is more 
than double what it was ten years ago. It is expected that new 
construction will require $51.9 billion to be spent by 1970, and 
an additional $91.4 billion by 1980. 

“Altogether, from the beginning of 1960 through 1980, 
about $143.3 billion will be required to provide the additional 
plant and equipment that is predicted. In 1980, our new con- 
struction expenditures are expected to be at an annual rate of 
about $12 billion compared with about $314 billion in 
1960.... 
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Monthly Survey of Business Opinion and Experience 


After a Slow Start a “Good” Year 


plies from the 210 manufacturing companies 
participating in THe CoNFERENCE Boarp’s 
business outlook survey for the second half of 1960. 
Expectations now take into account results achieved 
during the early months of the year, when shipments 
and orders were below forecasted levels in more than 
half the companies reporting. Despite this somewhat 
unsatisfactory beginning, a “good year” is widely pre- 
dicted. Orders and billings in the second half will exceed 
those for the same period in 1959 in two thirds of the 
reporting companies, while three fifths of them look for 
higher profits before taxes than were earned last year. 


GROUNDS FOR OPTIMISM 


Executives’ confidence is based on a belief that the 
economy is “healthy, although not quite approaching 
the boom proportions anticipated several months ago,” 
and on a faith in the capacity of their firms to compete. 
A financial officer of an aircraft company expresses the 
thought of a substantial number of responding firms, 
commenting that, “based on our own internal estimates, 
we continue to be optimistic concerning the growth of 
the economy as a whole and our company in particular. 
We see nothing that will preclude 1960 from being a 
good business year, although somewhat less spectacular 
than earlier prognostications.” 

Others point out that “fundamental forces certainly 
exist that should justify an expectation” of improve- 
ment. Among such forces mentioned are planned high 
levels of capital spending, record-making personal in- 
comes, and “signs of stabilization” in the price struc- 
ture. Some companies gain confidence from the fact that 
they “‘adopted a more conservative view” of the eco- 
nomic outlook than was current last fall, laid plans 
accordingly, and “are doing pretty well.” They em- 
phasize that they “are out pitching for sales.” 

Also conservative, but optimistic, is the view of the 
president of a company producing food products who 
recognizes that the economy is growing more slowly 
than expected. He, however, “‘likes it much better than 
a meteoric rise, which is always carried too far and then 
is followed by a slump. A gradual increase in business 
always seems to be more sound than rapid increases, 
particularly when they can occur without too much 
over-all inventory accumulation.” 

Another positive factor in the expectations of co- 


\ TEMPERED optimism characterizes most re- 


operating companies is the belief that some of the order . 


volume looked for but not received during the early 
months of the year has merely been delayed. “The 
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expected upward trend in capital machinery and utility 
activity was slow in manifesting itself in 1960,” writes 
one cooperator, and new construction, especially hous- 
ing starts, was at lower than predicted levels. It is 
hoped that improved weather, among other factors, will 
change this situation for the better. 

Completion of inventory adjustments that have par- 
ticularly affected primary metal producers is also 
thought likely to increase demand. A steel company 
executive predicts “that after our customers have 
reached lower inventory objectives, they will, at least, 
be purchasing to meet operating requirements. This, in 
part, should benefit the steel industry.” 

More specific factors also contribute to confidence in 
the outlook. New models and new products are the 
cause of optimism in a substantial number of companies 
in industries ranging from aircraft, instruments, chemi- 
cals, and office equipment, to furniture and apparel. 
Successful merchandising and service programs are also 
mentioned by producers of consumer products, some of 
whom consider the traditional stability of expenditures 
for their products a favorable influence. 


SOME ARE PESSIMISTIC 


Some firms’ expectations, however, tend toward pes- 
simism. One “would not be surprised to see some 
decrease in general business prosperity before the end of 
the year,” and others are unable to find causes leading 
to improvement. Some of these companies have already 
curtailed operations, and further curtailment is planned 
unless orders recover promptly. 

The president of an instruments manufacturing con- 
cern, viewing the “puzzling situation in the capital 
goods market,” states: “Appropriations are lagging 
expenditures by a greater amount than in previous years 
as manufacturers continue to wait and see; but, as a 
result of projections failing to materialize, we are cut- 
ting back our organization.” A paper manufacturer 
contemplates similar action owing to high inventory 
levels and “certain soft-market segments.” 


EARLY 1960 RESULTS 


Shipments fell short of forecast levels during the 
early months of 1960 in just over half the companies 
surveyed. The shipments of the average company in this 
group that supplied detailed data were approximately 
9% below their year-end forecast. The remaining firms 
were almost evenly divided between those equaling and 
those exceeding the expectations they held at the end of 
1959. In the case of the fifty-one companies that ex- 
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ceeded their shipments forecast, the average improve- 
ment was approximately 7%. 

Only in the aircraft and parts industry did all co- 
operating companies (eight) reach or improve on the 
volume of shipments forecast. Others that substantially 
met predicted levels were food products and hardware. 

Poorest showings were made in the textile and con- 
struction materials industries, where almost all firms fell 
below their forecasts. And at least half the companies 
in a range of industries including primary metal pro- 
ducers, all classes of machinery and electrical goods 
manufacturers, and chemicals, paper, rubber and furni- 
ture companies, also failed to achieve expected rates. 

Disappointment with new orders was slightly more 
widespread than with shipments. Most severely affected 
were primary metal producers; but a high proportion of 
the firms surveyed in the industrial machinery, paper, 


Orders: 1959 Forecasts vs. Early 1960 Results 
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furniture, organic chemicals and construction materials 
industries also found that their year-end order outlook 
had been too optimistic. A total of 58% of the com- 
panies fell short of their expected order volume —60% of 
the metal-using firms and 54% of the nonmetals group. 
Twenty-one per cent of the reporting companies 
equaled, and the same number exceeded, the amounts 
they had forecasted. Twenty of the 210 firms did not 
provide data on their new-order record for the early 
months of 1960. 

The average reduction in bookings for those that were 
able to give a percentage figure was approximately 12%. 
A tenth of these companies reported bookings 25% 
below their forecast. 

The nonmetal industries that experienced the greatest 
disappointment were organic chemicals, paper, textiles 
and construction materials. The metal products indus- 
try most severely hit was steel, where all eight com- 
panies booked a smaller volume than anticipated. Also 
seriously affected were nonferrous metals, iron and steel 
foundries, metalworking machinery, electrical equip- 
ment and instruments, where half or more of the firms 
failed to achieve the volume of orders forecast. 

The industries whose orders held up best relative to 
their year-end forecasts were food, rubber, petroleum, 
aircraft and office equipment. 


REASONS FOR DEVIATIONS 


The major reasons cited for failure to meet year-end 
forecasts were weather, the construction and capital 
expenditure lags, poor economic forecasts, and the 
trimming of inventories. In many instances, the first 
three factors interact to a great extent. 


Effect of Weather 


More firms attribute the slow pace of their business 
in the early months of 1960 to unfavorable weather than 
to any other cause. An industrial machinery manufac- 
turer writes: ‘“We regard the weather this year as a basic 
economic factor; in all parts of the country, the severe 
weather this year was unusual and hung on late. This 
particularly affected certain markets like construction 
and thus products serving that industry.” 

Other respondents make specific mention of housing 
starts being lower because of the weather conditions 
that prevailed from mid-February into April; the 
weather also had a “direct bearing on shipments” of 
construction materials firms. Producers of consumer 
products were among those most affected because “‘the 
unseasonable weather caused a decrease in consumer 
purchasing.” Weather is mentioned as a depressing 
factor by companies in all of the nondurable products 
industries and by companies in nine of the seventeen 
durable goods industries. 


Capital Expenditures 


“The slow start in capital expenditures” which was 
evident during early 1960 had a direct impact on a 
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machinery manufacturer whose shipments fell off owing 
“principally to a decline in orders received for capital 
goods lines. A general improvement in demand was 
expected to begin early in 1960 but did not materialize.” 
Other respondents who had similar experiences suggest 
that uncertainty as to the direction of the general 
economy was the cause. This was evidenced, they say, 
by a “slowdown in utility expansion plans” and “in 
spending for plant facilities” as well as an “uncertain 
period in the level of new construction” as a whole. 

In the opinion of some cooperators, imports of ma- 
chinery, capital exports for building plant abroad, and 
tight money also contributed to the capital expenditures 
problem. The president of a hardware firm believes 
tight money “has contributed to a hesitancy on the part 
of companies to do some of the things they otherwise 
might have undertaken.” However, an instrument 
maker whose orders and shipments were below the 
levels forecast says: “This is not entirely unexpected, as 
we knew there would be some delay in pickup of capital 
expenditures.” 


Forecasts 


Many companies based their year-end expectations 
on a much higher level of economic activity than was 
realized. They say, therefore, that the deviations be- 
tween what they believed would happen and the actual 
results are owing to “overoptimism in establishing 
original expectations.” One respondent suggests a pos- 
sible reason for the error in the forecasts when he writes: 
“Business in general was not slowed down as much as 
expected during the steel strike; consequently the first 
quarter was not as healthy as expected.” 


Inventories 


Firms in several industries have had inventory prob- 
lems, but they have been particularly acute among 
primary metal producers. Liquidation of high prestrike 
inventories continued to be a factor in the business of 
some firms during the early months of the year. A 
producer of metal containers found its business de- 
pressed by “greater-than-anticipated advance buying 
by its customers, before and during the early days of the 
recent steel strike’; and a nonferrous metal firm has 
found “inventory adjustment all along the line’ con- 
tributing to disappointing results. 

For steel producers the matter is complicated by the 
unexpectedly rapid climb to high levels of production 
after the strike, which allowed replacement of depleted 
stocks more quickly than was thought possible. Orders 
consequently declined much sooner than forecast. Asso- 
ciated with this situation is a new inventory policy of 
customers, described by one respondent as “let the 
producer carry the stock.” With capacity such that 
supplies are available on short notice, customers have 
not had to buy in advance. 

One large steel producer, summarizing the situation, 
writes: ““The rapid poststrike recovery enabled custom- 
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ers to replace inventories more quickly than anticipated; 
revised steel consumer policy cut off inventories at a 
lower level than was formerly considered minimum 
requirements; and adequate steel capacity puts current 
procurement on a hand-to-mouth basis.” 


Other Factors 


Among other factors that reportedly have accounted 
for unsatisfactory results are intensified competition and 
price cutting arising out of the pressure of high inven- 
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tories and the slower-than-expected pace of business. 
Also, shifts in defense programs and production prob- 
lems have caused costly delays and some loss of volume. 
Finally, a substantial number of companies attribute 
their problems to some customer industry that is not 
doing so well as forecast, the automobile industry being 
the one most often mentioned. 


SATISFACTORY RESULTS FOR SOME 


Where results were better than predicted they are 
attributed to a wide variety of reasons. Some are factors 
internal to the firms involved, such as programs that 
improved efficiency, development of successful new 


products or models, and special sales efforts. An instru- 
ment maker says new orders rose substantially because 
of “a much better than anticipated acceptance by our 
customers of a new and revolutionary product which we 
have introduced.” 

In other cases, particular external influences work to 
the advantage of cooperating firms. A maker of material- 
handling equipment finds the market especially good, 
and at the same time has been able to increase its share 
of it. Another concern’s “orders exceeded its expecta- 
tions” owing largely to companies decentralizing and 
building branch plants. 

Thus, despite the disappointments expressed by 
many, the economic climate was satisfactory for a sub- 
stantial number of firms, especially those dealing in 
consumer products. But some explain that they were 
doing better than their year-end forecast simply because 
they had “adopted a more conservative view than most 
forecasters” did last fall. 


NO TREND IN BACKLOGS 


Current order backlogs differ substantially from those 
on hand at the beginning of January and a year ago, but 
neither comparison reveals a strong movement in any 
direction. Similarly, expectations as to year-end backlog 
levels are decidedly mixed. A large majority of the pro- 
ducers of chemicals, food, and petroleum products gave 
no information on order backlogs, as they are generally 
not considered significant in these industries. 

Forty-seven per cent of 160 companies reporting on 
their backlogs say that orders on hand declined during 
the first four months of 1960. Another 33% of the firms 
experienced an increase in backlog levels during the 
same period, and backlogs were unchanged in 20%. 

Firms in all industries have been affected by declining 
backlogs, but the impact was especially severe in steel 
where reductions in unfilled orders ranging from 40% to 
61% were recorded. This decline was in part owing to the 
strike, but it also reflects the disappointing bookings of 
steel firms in 1960. Changes of equal or greater magni- 
tude were rare among the other companies, where most 
of the changes were rather evenly distributed in the 1% 
to 25% range. An aircraft company, however, experi- 
enced a backlog increase of 300%, which it credits to 
introducing a new model. 

Current order backlogs are higher than they were a 
year ago in 48% of the companies. Another 42% have 
less work on hand than they did a year ago, while 10% 
find themselves in about the same backlog position. As 
might be expected, six of the eight steel companies and 
half those in the nonferrous metals group have smaller 
order backlogs than at the same time last year. On the 
other hand, many firms in the electrical equipment, 
machinery, office equipment and furniture industries are 
in substantially better backlog positions than in May, 
1959. The spread of the changes reported may be seen 
in the table starting on page 30. 

There is no trend evident in the changes expected to 
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take place in the level of order backlogs during the 
remainder of the year. They probably will increase in 
37% of the 137 firms that report their expectations. The 
remaining companies are almost equally divided: 32% 
anticipate that backlogs will be off from current levels, 
while 31% look for little or no change. 

Some firms find that the course backlogs will follow is 
“very difficult to predict owing to uncertainty at this 
time as to the turn general business conditions will take 
during the balance of the year.” Less general influences 
will also play a part in determining the year-end orders 
on hand. Customer inventory policy and short lead 
times on orders are mentioned by two steel companies 
as factors making for backlog stability at present levels. 
One hardware firm expects to increase its volume of 
work, but not its orders on hand, because “it is much 
more flexible in its operations then it was a year ago.” 
Working to the same end, an industrial machinery com- 
pany has “budgeted for a record level of shipments, and 
backlogs will fall as a result, even though orders will 
be satisfactory.” 


ORDERS EXPECTED TO INCREASE 


The expected improvement in business during the 
second half of 1960 is reflected in the outlook for new 
orders. Sixty-three per cent of the firms predict that 
last-half bookings will show an increase over those of the 
same period in 1959. Order volume should be about 
equal to that of the last six months of 1959 for 19% of 
the companies and should decline below those levels in 
the remaining 18%. The proportion of companies ex- 
pecting an improvement is somewhat greater among the 
manufacturers of nonmetal products (75%), than among 
the metal goods manufacturers (56%). The average 
increase in last-half-1960 orders over those for the same 
period in 1959 is expected to be approximately 12% in 
the eighty-two companies that supplied details. 

All of the seven firms participating from the office 
equipment industry anticipate a higher volume of orders 
in the second half of 1960 than they received in the 
second half of 1959. In a few other industries—including 
food, textile, and paper companies among the nondur- 
ables manufacturers, and metal stampings and motor 
vehicles among the makers of durables—all reporting 
companies expect their second-half orders to equal or 
exceed those for the same period in 1959. Orders for the 
last six months of 1960 will also move generally, but not 
consistently, above those for the corresponding 1959 
period for producers of construction materials, furniture, 
and rubber products from the nonmetals group, and for 
companies making electrical equipment, all types of 
machinery, and instruments in the metals sector. For 
the remaining industries, the expected changes will 
generally be mixed. 

These comparisons are clearly affected by the steel 


strike. The effect was not the same on every firm, but _ 


some steel mills and machinery manufacturers generally 
agree that increases in second-half orders “‘do not repre- 
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sent 1960 strength so much as 1959 weakness for the 
period involved.” 

Compared with the first six months of 1960, orders 
in the second half of 1960 are expected to increase in 
58% of the cooperating companies. Bookings will be 
about equal for the two periods in a fifth of the com- 
panies, and smaller for the last half in 22%. 

The most marked improvement in second-half over 
first-half-1960 orders will be among steel and nonferrous 
metal producers and makers of hardware, furniture and 
electrical equipment. Office equipment firms also foresee 
an increase in their business. The trend in orders for 
firms reporting from other industries is mixed. In some 
instances, seasonal factors, in others, residual effects of 
the steel strike, are the basis for expected improvement 


in new orders. 
[Text continues on page 34] 
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[Text continued from page 29] 

There is substantial evidence that the trend in orders 
has ‘“‘changed for the better during the past three 
weeks.”’ A brass manufacturer, for example, notes “a 
slight upturn” during the last week of April and the 
early part of May. And a lumber company reports 
that it “manufactures much material that goes into 
products such as dishwashers, kitchen cabinets, house- 
hold furniture and similar items. There seemed to be an 
uncertainty in regard to the future and there were cut- 
backs and curtailments. But now there has been some 
reinstatement of former production schedules.” 


PREDICTED RISE IN BILLINGS 


The trend in billings approximates that for new 
orders. Compared with the last half of 1959, billings for 
the same six months of this year are expected to be 
higher in 70% of the companies, with the expected 
increase averaging approximately 12%, among the firms 
indicating the amount. Billings should about equal 
those of the year-earlier period in 14% of the firms 
surveyed and fall short of the earlier level in the remain- 
ing 16%. A somewhat smaller proportion of the com- 
panies (54%) expect higher billings in the last half than 
in the first half of 1960. A decline from first-half levels is 
expected by 26% of the firms, and one in five of those 
reporting predict no change. 

A high proportion of companies in the petroleum and 
paper industries show an increase in last-half-1960 
billings expectations, as compared with 1959 results for 
the same period. Among metal products firms, the most 
widespread increases in billings are expected by manu- 
facturers of office equipment, electrical equipment, and 
metalworking and specialized industrial machinery. 

A comparison of billings expectations for the last half 
with those for the first half does not present the same 
clear picture as does the comparison with last-half-1959 
billings results. However, a majority of the firms in 
thirteen of the twenty-nine industries expect their bill- 
ings to increase, while a decline from first-half levels is 
expected by a majority in the steel industry only. 


DECLINE EXPECTED IN INVENTORIES 


Dollar inventories have increased since the beginning 
of the year in 65% of the companies surveyed. Of the 
others, 13% have about the same inventory investment 
as they had at January 1, and 22% have reduced their 
inventories. The movements of the metal and nonmetal 
manufacturing groups have been sharply different. 
Three out of four metal manufacturing companies re- 
port inventory increases during the period, while only 
one out of two nonmetal manufacturers have experi- 
enced inventory build-ups. The average increase re- 
ported by 101 companies was approximately 10% over 
January 1 levels. The average decrease of the twenty- 
five firms reporting the size of theirinventory drop was5%. 

The inventory climb during the early months of 1960 
affected some firms in all industries but lumber. All 


cooperating office equipment, refrigeration, and elec- 
trical equipment firms increased their inventory invest- 
ment. There was a substantial majority of firms with 
higher inventories in the construction materials, furni- 
ture, and textile industries among the nonmetals group, 
and in the hardware, instruments, steel, nonferrous 
metals, and all machinery manufacturing industries 
among the metal products companies. The most marked 
inventory declines during the period occurred in petro- 
leum, paper and foods. (See chart on page 27.) 

Some of the inventory changes reported are seasonal, 
while some are associated by respondents with the 
imbalances created during the steel strike and the new 
inventory policies of customers of the steel industry. 
Other increases were planned to accommodate antici- 
pated rises in sales. 

Where the increases have been substantial and un- 
wanted, firms are initiating more effective controls, 
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including the curtailment of production. For example, a 
firm whose inventories were permitted to increase in 
anticipation of increased sales is concentrating on 
“closer control, and hopes to effect a 25% reduction 
from current levels without affecting ability to meet 
customer requirements.” 

Inventories as a per cent of sales, however, have not 
shown similar marked increases since January 1. Of the 
152 firms giving information on the question, 38% re- 
port that inventories have risen as a percentage of sales 
since the beginning of the year. The inventory-sales 
ratio has remained unchanged in 33% of the firms and 
has fallen in 29%. 

The changes were distributed through all industries. 
The most noticeable increase was in the steel industry, 
where inventories went up as a per cent of sales in five 
out of eight companies. The ratio fell for a majority in 
only two industries (organic chemicals and paper). 

The dominant inventory trend during the latter half 
of the year will be downward, with 52% of the partici- 


Pretax Earnings: 1960 Expectations vs. 1959 Results 
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pating firms expecting dollar inventories to be smaller 
than at present by the year’s end. Present levels are 
likely to hold in 25% of the companies and to increase in 
23%. A rather large number of the companies that 
expect an increase are nonmetal products firms—29% as 
compared with 19% of those in the metal products 
group. Seasonal factors will account for a substantial 
share of the changes, especially in some of the nonmetal 
products firms. 

None of the cooperating firms in ten of the industries 
surveyed expects inventories to be above current levels 
at the end of the year. These industries include rubber 
in the nonmetal products group and, among others, 
hardware, electrical equipment, aircraft and nonferrous 
metals in the durable products sector. Substantial inven- 
tory decreases are expected to occur in the machinery, 
construction materials and textile industries. Only in the 
instrument industry do a majority of reporting com- 
panies expect to increase investment in inventory by 
year end. 


BETTER PROFITS... 


Moving generally in sympathy with orders and bill- 
ings, second-half-1960 profits before taxes should be 
ahead of those for the first six months of the year in 57% 
of the responding companies. Some firms in all but two 
of the industries will participate in the advance, which 
is expected to be strongest among the producers of non- 
metal products. Industries in which anticipated im- 
provement is particularly apparent are chemicals, petro- 


_leum, textiles, furniture, construction materials, office 


equipment, and hardware. 

An additional 23% of the cooperating firms expect to 
earn as much before taxes in the second half of 1960 as 
in the first half, while 20% expect to earn less. No change 
between the two periods is predicted by 50% of the 
rubber and aircraft companies taking part in the survey, 
while half of the companies reporting from the motor 
vehicles industry and seven of the eight from the steel 
industry expect a decline. 

Sixty-one per cent of the companies expect over-all 
before-tax earnings in 1960 to be better than those for 
1959. The proportion of metal products firms expecting 
such an improvement is 58%, compared with 66% of the 
manufacturers of nonmetal products. The average pre- 
dicted increase for these companies is approximately 
15% above 1959 levels. 

Owing to the “adverse effects of the steel strike on 
1959 earnings,”’ most steel companies and some of those 
closely associated with them expect a better year for 
profits in 1960. Other industries with more favorable 
profit outlooks for 1960 are inorganic chemicals, petro- 
leum, communications equipment, electrical industrial 
equipment, metal stampings, metalworking machinery, 
and motor vehicles. 

Earnings should approximately equal 1959 figures in 
16% of the companies surveyed, while 23% expect them 
to be less in 1960. Declines are expected by half the 
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companies reporting from the aircraft, hardware, iron 
and steel foundry, and rubber industries. 

Most firms base their confident 1960 profit forecast on 
what they believe will be generally favorable business 
conditions for the remainder of the year and the result- 
ing increase in sales. “Increased plant efficiency and 
cost control” are mentioned by firms in many industries 
as other factors that may contribute to improvement. 
One company has “a cost-reduction program now in 
process that should substantially improve the profit- 
making potential for 1960 and future years.” Additional 
influences that work toward better results are “new 
products coming into volume production” and price 
increases. 


. - « BUT MARGINS SQUEEZED 


Although these factors are contributing to better 
earnings in a majority of the reporting firms, some of 
that majority and others whose profits will be equal to 
or less than those earned in 1959 express concern about 
declining margins. “Despite increased volume and im- 
proved operating efficiency during 1960, it will be diff- 
cult to maintain the same profit margin as in 1959,” 
writes one respondent. The decline is attributed to 
“static prices and increasing costs.” The costs listed by 
one company are “higher wages, salaries, state taxes, 
and fringe benefits’; another adds the “burdens that 
result from customers’ reducing inventories.” 

But the squeeze is also coming from another direction: 
competition stemming from excess capacity is causing 


some price cuts. Several companies cite this competition 
as the reason for their reduced margins. 

Factors other than the cost squeeze play a part in 
companies whose earnings are expected to be down. 
Orders are satisfactory in some firms, but engineering 
and plant conversion costs associated with a new model 
or product are keeping profits below previous levels. 
Several firms have experienced strikes. For others, 
market conditions have been disappointing, as “‘con- 
sumers are purchasing lower-priced products” or unex- 
pected competition has cut sales. 


CAUTIOUS FORECASTERS 


Because of their experience in early 1960, some 
companies are very cautious in making order forecasts. 
The following reserved statements are characteristic: 


""We are hopeful that.new orders for the second half of 1960 
will run somewhat ahead of the corresponding period of 1959. 
However, all of our predictions and anticipations have been wrong 
with respect to 1960 so far."’ 


ee 


"'We are hopeful that new orders for the second half of 1960 
will be at about the same rate as the second half of 1959. The 
word ‘hopeful’ is used instead of ‘expect,’ since we are becoming 
increasingly leary of expecting."' 


Joun R. KInLEY 
G. CLark THOMPSON 
Division of Business Practices 


Business Bookshelf 


Residential Renewal in the Urban Core—An analysis of the de- 
mand for housing in Center City Philadelphia, 1957 to 1970. 
By Chester Rapkin and William G. Grigsby. University of 
Pennsylvania Press, Philadelphia, Pennsylvania, 1960, 131 
pages. $3.75. 


Our New Life with the Atom—The authors describe the growth 
and development of atomic energy for both industrial and 
military uses. They outline the basic steps they feel are 
important in controlling the potential hazards of this new 
energy source. By Robert Rienow and Leona Train. Rienow, 
Pee Y. Crowell Company, New York, 1959, 202 pages. 

3.50. 


The Negro Professional Class—A study of occupational mobil- 
ity among Negroes in a selected group of professional occu- 
pations in the District of Columbia. Among the factors 
analyzed are age, region of origin, educational level of par- 
ents, and family income. By G. Franklin Edwards. The Free 
Press of Glencoe, Illinois, 1959, 224 pages. $4.00. 


Soviet Education Today—A survey of teaching methods in the 
U.S.S.R. from primary school to university. The material 
was drawn both from official statements and documents and 
personal observation. By Deana Levin. John De Graff, New 
York, 1959, 170 pages. $3.00. 


The Punched Card Data Processing Annual—A reference manual 
for data processing specialists. The major portion of the 
material is devoted to descriptions of punched card applica- 


tions such as inventory control, billing, and payroll. The 
manual also describes available electronic computer sys- 
tems, and contains a section on wiring techniques for con- 
ventional tabulating equipment. Edited and published by 
Gille Associates, Inc., Detroit, Michigan, 1959, 239 pages. 
$15.00. 


Tax Incentives for Industry in Mexico—This case study of Mexi- 
can experience is part of a larger research project, which is 
being carried on by the Harvard International Program in 
Taxation in cooperation with the fiscal and financial branch 
of the United Nations Secretariat, on the role of tax incen- 
tives in the process of economic development. The applica- 
tion and effects of Mexico’s twenty-year-old tax-incentive 
legislation are described and evaluated against a general 
background review of other major factors influencing indus- 
trial development in Mexico over this period. By Stanford 
G. Ross and John B. Christensen. Law School of Harvard 
rie: Cambridge, Massachusetts, 1959, 256 pages. 

3.50. 


Planning for Freedom, the Public Law of American Capitalism— 
Reviews and appraises legal mechanisms intended to con- 
trol the chief working parts of the economy. The analysis is 
focused on the impact of the Keynesian theory on law and 
legal practice as reflected in the relations of government to 
economic life. The law bearing on fiscal and monetary 
policy and on free and regulated markets is carefully 
examined. By Eugene B. Rostow. Yale University Press, New 
Haven, 1959, 437 pages. $6.00. 
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Eighth Quarterly Metalworking Survey 
STEEL APPROPRIATIONS OFF, OTHERS FIRM 


estimated $1.2 billion for future capital invest- 

ment in the first quarter of 1960, an increase of 
more than 75% over the amount appropriated in the 
recession-low first quarter of 1958. However, the sum 
was a fourth less than that earmarked in the first quar- 
ter last year, when the latest metalworking appropria- 
tions upswing commenced. 

The decline from the first quarter of 1959 was owing 
almost entirely to the steel industry. During that period 
capital appropriations in the basic iron and steel indus- 
try (SIC 331) surged to a survey high that was more 
than two fifths above the previous peak in the first 
quarter of 19577. When steel mills resumed work at the 
close of last year, basic steel splurged a second time. 
Such a double-barreled approval boost, with time out 
only for the strike shutdown in the third quarter, was 
followed by the first-quarter-1960 breather in order to 
translate these allocations into capital installations. 
Thus appropriations newly approved in the first quarter 
by this kingpin of metalworking stood at only two fifths 
of the new survey peak set in the same period of 1959. 
The effect of this pause was to pull down the latest 
figure for metalworking as a whole, in comparison with 
a year ago, by more than a fifth. 


METALWORKING OUTSIDE STEEL 


My estiastea 2 INDUSTRIES! set aside an 


Excluding steel, first-quarter approvals of all the 
other metalworking industries combined rose 12% above 
the first-quarter-1959 level, just a shade under the rate 
of advance scored in the previous quarter. This gain, 
moreover, was achieved despite the fact that in the first 
quarter of 1959 total nonsteel authorizations themselves 
reached new highs since 1957. 

Every major metalworking group except primary 
metals topped its capital appropriations of the first 
quarter of 1959 (the decline in metal furniture was 
actually slightly less than 1%). Both the electrical and 
nonelectrical machinery industries reversed their cut- 
backs of the previous quarter, the former raising its ap- 
propriations by two fifths (see table 1). While the ap- 
proval gains over the year-earlier levels were less in the 
first three months of 1960 than in the previous quarter 

1 Metalworking is defined in this survey to include these major in- 
dustrial classifications: metal furniture, primary metals, fabricated 
metal products, machinery (except electrical), electrical machinery and 
equipment, transportation equipment, and instruments and related 

oducts. Excluded from the survey are the metalworking industries 
in ordnance, for reasons of national security, and miscellaneous metal 
manufacturing industries, since they represent a small fraction of the 


total and typically include small companies for which capital budgets 
are lacking 
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in fabricated metal products, transportation equipment, 
and instruments, the more recent advances in the latter 
two sectors had to be scored on a much higher year-ago 
base. First-quarter-1959 authorizations in both the 
transportation equipment and instrument industries 
were about two-fifths greater than in the final quarter 
of 1958. 


GAINS SPREAD AMONG INDUSTRIES 


A further indication of continuing strength in metal- 
working appropriations is found in the increasing num- 
ber of divisions posting gains. In the final months last 
year, twenty of the thirty-eight separately represented 
metalworking categories lifted their authorization 
volumes above the year-ago levels, the lowest number 
to report such increases in 1959. The number rose to 
twenty-four during the first quarter of 1960. 

An even clearer way to show the underlying trends 
among the three-digit metalworking industries is to 
count the number that show an improvement from one 
quarter to the next in the percentage comparisons with 
a year earlier. On this basis, only one electrical machin- 
ery division (household appliances) improved between 
the third and fourth quarters last year, whereas five 
showed such improvement between the final quarter 
last year and the first quarter of 1960. Similarly, be- 
tween the last two quarters of 1959 only two of the eight 
nonelectrical machinery categories bettered their year- 
earlier approval rates, while between the latest two 
periods three showed improved comparisons. In trans- 
portation equipment, no division improved its rate from 
the third to the fourth quarter last year, but between 
the latter period and the first quarter this year three of 
the four divisions improved. 

For all thirty-eight categories, the number of im- 
provements sank to a low of thirteen between the second 
and third quarters of 1959, when the steel strike re- 
stricted the capital programs of nearly all the metal- 
working industries. From the third to the fourth quarter 
the number of improvements remained at thirteen; be- 
tween the latest two quarters they rose to seventeen. 


DIVISIONAL GAINS EXPAND 


The percentage of divisions (or companies, in the case 
of single-division firms) reporting higher or lower appro- 
priations in one quarter than in the same year-earlier 
period, when calculated for each major industry, reveals 
the scope of increases and reductions from quarter to 
quarter among the individually reported units. 

Between the final quarter of 1959 and the first quarter 
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of 1960 improvements rose in three of the six major in- 
dustries: fabricated metal products, electrical machin- 
ery, and instruments (see table 2). The percentage of 
units in the nonelectrical machinery industry that re- 
ported higher approvals in the first quarter this year 
than a year ago was the same as in the fourth quarter 
of 1959. The most significant contraction in this index 
occurred in primary metals. The transportation equip- 
ment manufacturers, however, continued the steady 
narrowing in approval gains that began in the July- 
September period last year. The further decline from the 
fourth quarter last year to the opening months this year 
reflects the similar slowdown in the rate of gain of dollar 
approvals in the motor vehicle division. 


WHO ARE THE BOOSTERS? 


Finally, this diffusion analysis of metalworking ap- 
propriations can be extended to the size patterns of the 
gains in divisional approvals. For this measurement the 
company (or divisional) appropriation reports in each 
major industry are divided into a group of large units 
and a group of small units on the basis of production- 
worker employment. “‘Large’’ establishments are as- 
sumed to be those with an average of 2,000 or more pro- 
duction workers during 1957. “Small” units are those 
with fewer than 2,000 workers. 

For all metalworking, 53% of the large establishments 
increased capital approvals between the initial quarters 
of 1959 and 1960, compared with 47% of the small ones. 
Between the final quarters of 1958 and 1959, in contrast, 
56% of the large units and 52% of the small ones in- 
creased their allocations. This total result is consistent 


with the sharp setback in all reported metalworking 
appropriations, from a 55% advance over the year-ago 
rate in the fourth quarter last year to a 21% drop in the 
first quarter this year. 

What has happened between these two periods at the 
specific industry level is, however, much more inter- 
esting. The following table shows the trends between 
the final quarter last year and the first quarter this year 
in the size distribution of approval gains. Also shown are 
the differences between the percentages of large and 
small units increasing their appropriations in each 
period. These figures indicate how many more, or how 


Percentage of Metalworking Units Raising Approvals, 
by Size of Unit 
IV’58 to IV’59 1’'59 to I’60 
Large Small Difference Large Small Difference 


64 64 0 62 —11 
66 45 +11 47 +9 
47 44 +8 44 
638 49 +14 52 
61) 156). — 5 40 
56 60 +6 54 


Primary metals... : 
Fabricated metal products. 
Nonelectrical machinery... 
Electrical machinery...... 
Transportation equipment. 


Instruments, etc... +24 


many fewer large units than small units, for every one 
hundred such units, increased their approvals in the two 
quarters. ‘ 

In the primary metals category the proportion of 
large establishments increasing their authorizations 
evidently declined sharply between the two periods. 
This drop matches the similar cutback in dollar appro- 
priations. A slight reduction in the proportion of large 
units raising approvals in fabricated metal products also 
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Table 1: Capital Appropriations in Metalworking, 1958 to 1960 


Money figures in millions of dollars 


Capital Appropriations Approved 


First Quarter: 


SIC 

Industry Code 1960 1959 
Metal furniture.................-- 25 1.6 1.6 
Primary) metals /evelekearays + aves fayaeres 33 265.0 543.9 
Fabricated metal products.......... 34 56.5 47.6 
Machinery (except electrical)........ 35 147.4 143.1 
Electrical machinery and equipment... 36 88.6 62.7 
Transportation equipment........... 37 193.6 165.2 
Instruments, etc... 2... cee ee eee eee 38 16.4 15.4 
Total reported in metalworking!..... 769.2 979.5 

Total estimated metalworking?...... 1,210 1,620 


During: Percentage Changes: 

Fourth Quarter: 1'60 1°59 IV '59 

over over over 

1958 1959 1958 1°59 1°58 IV '58 
1.5 1.5 0.5 —- 1 + 6 +197 
107.2 378.9 137.5 —51 +408 +176 
29.7 71.6 47.8 +19 + 60 + 50 
94.3 129.7 139.0 + 3 + 52 —- 7 
45.9 74.0 759 +41 + 37 —- 2 
163.6 155.7 119.9 +17 + 1 + 30 
7.9 10.9 9.2 + 6 + 96 + 18 
450.1 822.4 529.8 —2!1 +118 + 55 
660 1,340 820 —26 +144 + 63 


Based upon returns from companies reporting 718 separate industry groups 


1 Excludes ordnance and accessories, SIC Code 19, and miscellaneous metal manufacturing, SIC Code 39 
2 Estimated for entire metalworking universe. This includes metalworking firms operating at least one plant employing 500 or more production workers in 1957 


Source: The Conference Board 


occurred, corresponding to the slackened rate of advance 
in that industry. 

Gains were scored in all the other metalworking 
groups. Especially noteworthy were the sharp propor- 
tionate rises in the number of large units increasing ap- 
provals in transportation equipment and instruments, 
since their rates of approval gain fell off between the two 
periods—by almost one half in transportation equip- 
ment and by two thirds in instruments. In these indus- 
tries, as well as in both machinery groups, the large es- 
tablishments pressed forward in greater numbers with 
increased capital spending programs between the final 
quarter of 1959 and the initial quarter of 1960. 


BROAD VIEW OF THE TRENDS 


In the first quarter of 1960, total reported capital 
allocations were more than 70% above the first quarter 
of 1958. Primary metals led this advance, rising almost 
one and one-half times above the level of two years 
earlier. The smallest gain occurred in transportation 
equipment, which was hampered by adverse trends in 
shipbuilding and railroad equipment. All the other 
metalworking groups, however, posted advances which 
ranged from more than one and one-half to two times 
the 1958 amounts. 

Most of these funds were earmarked since the first 
quarter of last year. Thus the usual period of time that 
must elapse between the appropriation of funds, placing 
the orders, and actual installation of and payment for 
new plants and equipment would seem to assure that 
capital spending will continue to rise through the 
- present year. The period required for the placement of 
new productive facilities is especially lengthy in the 
metalworking industries, because a large proportion of 
such facilities is designed to the purchaser’s order and 
assembled at the plant site, rather than being taken 
from manufacturers’ stocks and shipped ready for use to 
the purchaser. Further, the fact that the larger firms 
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have recently stepped back into the appropriation 
stream in greater numbers, as was shown above, is an 
additional force that should provide an upward thrust to 
metalworking outlays later this year. 


CUTBACK IN PRIMARY METALS 


In the first week of 1960, a settlement of the record- 
breaking strike in the steel industry was finally achieved. 
The signing of a contract assuring two and one-half 
years of continuous operations apparently signaled the 
beginning of a new policy among the metalworking 
industries to maintain steel inventories closer to working 
levels. 

Other elements, however, increased the assurance of 
more ample steel supplies. Foreign competition in some 
of the steel markets did not vanish upon resumption of 
domestic production, as had been frequently predicted 
last December. The slackened demand for some of the 
major consumer durable goods, for farm equipment, and 
for private housing, among other fields, combined with 
continued large imports of several types of steel prod- 
ucts to ease the supply situation. Steel users’ inven- 
tories were not rebuilt to the levels expected on the eve 
of the strike settlement. 

Because of the rapid increase in supplies, steel ware- 
house prices weakened in the opening months of the 
year. Under these conditions, a lowering of additional 
capital investment allocations was understandable, par- 
ticularly following the peak investment rate of last year. 
Thus the basic iron and steel industry appropriated only 
two fifths as much in the first quarter of 1960 as it did 
in the same period of 1959. 

A measure of the decline in demand for steel products 
can be seen in the rate of unfilled orders for heavy 
(industrial) steel castings. Such orders stood almost 50% 
higher at the end of the fourth quarter last year than in 
the final months of the year before, whereas at the end 
of the first quarter this year they were only some 15% 
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Table 2: Percentage of Companies and Divisions Reporting Higher or Lower 
Capital Appropriations, Latest Five Quarters 


In per cent 
1'59 over 1'58 1 '59 over Il 58 Il "59 over Ill '58 IV '59 over IV '58 1'60 over 1'59 
Industry Higher Lower Higher Lower Higher Lower Higher _Lower Higher Lower 

Primary metals*,.cc 1... sagt: slain mins iociseiecners © 62 33 73 Wy) 59 36 64 33 47 49 
Fabricated metal products. (2.2% cos.csese se crease 47 42 55 38 50 36 48 43 49 43 
Machinery (except electrical)... ...........-2 200s 53 39 62 27 61 28 45 47 45 47 
Electrical machinery and equipment............... 61 37 73 21 59 34 55 39 60 34 
Transportation equipment.............0.2ee ears 62 32 65 30 60 33 54 40 44 48 
Instruments; Obese. sise,.ci0/ sists ae, ere-ovecsielsliein a eiaierarsie ators 70 24 82 18 58 42 58 39 61 36 
Total cc se: Nacayeioteis cles isvagaiel eke eaves am Biante aoe 58 36 67 27 58 "53 54 40 49 44 


1 Includes metal furniture, not shown separately 


Percentages for each quarter do not add to 100 because of divisions that reported no change in level of appropriations 


Based upon reports for 718 separate three-digit industrial divisions 


greater than at the comparable time last year, a sig- 
nificant drop in the relative volume of future business. 
Similar influences were also at work among the non- 
ferrous metals industries during the latest survey period. 
Nonferrous smelting and nonferrous rolling, drawing, 
and extruding—the two fields that account for most of 
the capital outlays in the nonferrous sector—drew down 
their projections below year-ago levels. Thus, despite 
the continued uptrend in approvals by the iron and 
steel foundries, nonferrous foundries, and ferrous and 
nonferrous forgers (SIC 339), total primary metal 
authorizations outside the basic iron and steel industry 
fell slightly below the sum for the first quarter of 1959. 
Appropriations during the first quarter of 1960 should 
be compared, however, with the longer record of the 
metalworking survey. Primary metal approvals as a 
whole were almost 150% greater in the first quarter of 
1960 than in the first quarter of 1958, as the basic iron 
and steel industry climbed to a distinctly higher plateau 
of investment projections. Outside basic steel, only the 
nonferrous smelters failed to improve upon the volume 
of funds set aside two years earlier. Especially significant 
gains were scored by the iron and steel foundries and the 
nonferrous rolling, drawing and extruding categories. 


SLOWDOWN IN FABRICATED METAL PRODUCTS 


Appropriations in the fabricated metal products in- 
dustries rose a fifth above the year-ago level during the 
first quarter of 1960. This advance matched the rate in 
the third quarter of 1959 but was significantly less than 
the fourth-quarter increase of 50%. The largest rises 
occurred in the metal-can and the fabricated structural 
products divisions. These categories were among those 
hardest hit by the severe steel shortages in the last half 
of 1959. 

Depleted inventories, coupled with high levels of 
demand in the recent quarter, caused the can makers to 
turn the appropriation cutback of the last half of 1959 
into a rise of 85%, the largest year-to-year gain in the 
history of the metalworking survey. 

The boost in approvals by the structural product 


Source: The Conference Board 


fabricators came immediately on the heels of the steel 
settlement. A continuing increase in major industrial 
building and heavy engineering work underwrote their 
first-quarter projects to expand production facilities. 

Only two divisions of the fabricated metal products 
industry actually cut their capital authorizations in the 
latest survey period. These were heating and plumbing 
apparatus, and stampings. Both groups, however, had 
previously had long upsurges, rising for six consecutive 
quarters through the final months of 1959. It would 
appear that manufacturers in these fields have tempo- 
rarily attained a peak in projected expansion, and that 
the resulting orders and expenditures for plant and 
machinery may increase for several more quarters. 

An important reversal of the declining trend during 
the two previous quarters occurred in the screw prod- 
ucts industry, while the big gains throughout 1959 in the 
cutlery and hand-tool field ended with its first-quarter- 
1960 allocations little more than equaling the volume in 
the like period of 1959. With continued increases in 
coating, engraving and wire products, the general prog- 
nosis for fabricated metal products spending in 1960 is 
good. 


IMPROVEMENT IN NONELECTRICAL MACHINERY 


In the opening months of 1960 the nonelectrical ma- 
chinery manufacturers increased their capital alloca- 
tions a little above the amounts set aside in the first 
quarter of 1959, reversing the modest fourth-quarter 
reduction. The leaders in this improvement were con- 
struction and mining machinery, metalworking machin- 
ery, general industrial machinery, and business and 
computing machines. 

Capital appropriations in the construction and mining 
machinery industry recovered smartly from the previ- 
ous quarter’s reversal of the dramatic year-long advance 
begun in the last quarter of 1958. The fourth-quarter 
setback was attributable more to the unusually large 
sums approved in the year-earlier period than to any 
marked contraseasonal weakness in the final months of 
1959. The first-quarter resumption of the uptrend in’ 
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Table 3: Changes in Metalworking Appropriations, 
1958 to 1960 


Percentage Changes! Appropri- 
sic 1760 Me hs ye ta ations 
Industry Code over per Plant 
1'59 '¢ "58 Vv" 58 Worker? 
Blast furnaces, steel works 
and rolling mills......... 331 — 59 +799 +216 2,618 
Iron and steel foundries..... 332 + 34 +71 + 34 640 
Primary smelting nonferrous 
Melciss. see cass tte. 333 
(Secondary smelting non- — 46 0 +260 1,934 
Ferrous) fs ooh is. eee a 334 
Rolling, drawing, extruding 
nonferrous metals........ 335 — 14 +148 — 10 1,043 
Nonferrous foundries....... 336 +466 — 66 +809 1,412 
Miscellaneous primary metals 339 +180 + 84 — 1] 845 
Metalicans. secs oss. cee. 341 + 85 + 69 — 12 1,364 


Cutlery, hand tools,hardware 342 + 3 +327 +687 1,296 
Heating apparatus (except 


elec.) and plumbing fixtures 343 — 11 + 1 + 21 630 
Fabricated structural products 344 +126 + 4 + 12 1,248 
Screw products and rivets... 345 + 15 + 6 — 13 792 
STAMPING Acca: wh iecs Goths 346 — 68 +309 + 8 409 
Coating, engraving........ 347 
(Miscellaneous fabricated +148 — 67 +194 449 

wire products).......... 348 
Miscellaneous fabricated 

metal products.......... 349-2 6 —, 42 322 
Engines and turbines....... 351 — 57 +292 +180 798 
Farm machinery and tractors. 352 — 45 +262 — 3 1,455 
Construction, mining, material- 

handling equipment...... 353 + 36 + 27 — 78 1,239 
Metalworking machinery and 

equipment*............ 354 

(Miscellaneous nonelectrical + 50 + 38 + 8 570 

machinery)............- 359 
Special industry machinery... 355 Oo — 28 — 6 2,014 
General industrial machinery 

and equipment......... 356 + 13 + 57 + 69 1,611 
Office, computing, accounting, 

and store machines...... 357 +25 + 9 + 44 2,371 
Service industry machines.... 358 + 31 + 63 + 42 622 
Electrical transmission equip- 

TORE ras atte Cees as oe es 361 + 2 — 7 — 15 1,873 
Electrical industrial apparatus 362 + 90 + 1 — 25 954 
Household appliances...... 363 — 17 + 17 + 21 611 
Electric lighting and wiring 

equipment............. 364 +143 + 23 + 31 738 
Radio and television....... 365 +124 + 30 — 39 544 
Communication equipment... 366 -+ 30 + 19 +135 1,284 
Electronic components. .... 367 + 51 +173 — 20 1,380 
Miscellaneous electrical 

equipment............. 369. —.37s-+- 32 -— 3 4674 
Motor vehicles and equip- 

Titieaet yee ee 371 
Motorcycles, bicycles, and he 

Paris)eascia. dere cae 375 + 26 5, Rsk J 07 782 
(Miscellaneous transportation 

equipment).............. 379 4 
Aircraft and parts......... S72 Ona a Oe a eA | 
Ship and boat building... ... 373 pie | 32, oe 22h ee bone 225 
Railroad equipment........ 374A Bee?) Gan 2am So) 
Laboratory, scientific and 

engineering instruments... 381 — 3 +157 +112 1,076 
Measuring and _ controlling 

instruments............. 382 — 16 + 66 — 10 771 
(Optical instruments). ...... 383 
(Medical instruments). ...... 384 
(Ophthalmic goods)........ 385 4.55.4) 90. 12” 634 


(Photographic equipment)... 386 
(Watches, clocks, clock- 

operated devices)....... 387 
OHMIC et eee te clo ee 
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this industry’s approvals was doubtless spurred by an 
improvement during the last half of the year in deliveries 
of construction machinery and material-handling equip- 
ment, an improvement which outweighed the concur- 
rent weakening in the mining machinery market. 

Shipments of construction machinery, for example, 
gained in every quarter last year over the comparable 
1958 levels. Though the rate of advance was cut in half 
between the second and third quarters by the strike- 
induced steel shortage, a small gain in the rate of ship- 
ments occurred in the fourth quarter in immediate re- 
sponse to the reappearance of steel supplies last Decem- 
ber. A further sales advance for such equipment appears 
to have occurred during the first three months of 1960, 
as the industry’s steel stocks were better balanced. 


FIFTH RISE FOR METALWORKING MACHINERY 


Investment authorizations in the metalworking ma- 
chinery field posted their fifth straight quarterly gain 
over year-ago levels. More than doubling the amount 
approved in the previous quarter, this industry’s ap- 
proval advance during the first quarter of 1960 also 
outpaced that for the first three months of 1959, an 
important rise in its projected capital requirements. 

First-quarter-1960 appropriations continued to mount 
over the year-earlier sums in general industrial machin- 
ery, office and store machines, and service industry 
machines. In each of these categories, however, the 
tempo of advance was most rapid during the July- 
September period last year, gradually slackening there- 
after. Of the three industries, only the office and store 
machine group increased its first-quarter appropriations 
by a percentage margin exceeding that for the first three 
months of 1959, when its approval upsurge commenced. 

In the latest survey period, manufacturers of engines 
and turbines reported substantially lower allocations of 
capital funds than in the opening months of 1959. 
During both the first and the fourth quarters last year, 
however, their appropriations were extraordinarily 
large, in each period exceeding the entire volume set 
aside in 1958 and standing second only to the survey 
record set in the second quarter of 1957. The more 
modest sum appropriated in the first quarter this year, 
therefore, may represent only a temporary hiatus. 


LOWER FARM MACHINERY APPROVALS 


The 45% cut in the rate of appropriations approved in 
the farm equipment industry during the first three 


od 
1 Derived from the dollar figures shown in table 4 


2 In dollars per plant worker, based on appropriations made from Il '59 through | °60 
and plant employment of reporting companies in 1957 


3 Includes secondary nonferrous smelters, SIC Code 334 

4 Includes miscellaneous machinery, SIC Code 359 

5 Includes motorcycles, bicycles and parts, and transportation equipment, not elsewhere 
classified, SIC Codes 375 and 379, respectively 

8 Includes optical instruments, surgical instruments, ophthalmic goods, photographic 
equipment, and watches, clocks, clock-operated devices SIC Codes 383 384 385,386 
and 387, respectively 


Source: The Conference Board 
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Table 4: Capital Appropriations Reported in Metalworking, 1958-1960 


Millions of dollars 


ae 1958 1959 1960 
Industry Code t u WW IV | il Ml IV i] 

Metall furniture sj. ccnie cysiaiciers scaye tora eiMebe tra eta. oie 25 1.5 1.0 1.0 0.5 1.6 9.2 1.6 1.5 1.6 
Blast furnaces, steel works and rolling mills.... 3317 51.6 71.9 135.5 104.8 464.0 182.0 112.7 331.6 191.1 
Iron and steel foundries. .........06.e0000- 332 5.8 44 5.4 6.4 10.0 8.2 8.9 8.5 13.4 
Primary smelting nonferrous metals.......... 333 
(Secondary smelting nonferrous)............. 334 og 2.9 “a 49 eee ae eh Jee thee 
Rolling, drawing, extruding nonferrous metals... 335 13.7 11.6 15.1 17.8 33.9 25:2 13.6 16.0 29.1 
Nonferrous foundries. ............00 ee eeeee 336 2.4 0.4 0.9 0.2 0.8 3.8 7.3 19 4.7 
Miscellaneous primary metals..............- 339 1.8 2.2 3.4 3.4 3.3 2.9 3.2 3.4 9.4 . 

Primary metals .)..ci tic cies ii cuteyeteacs siart 33 107.2 93.4 174.4 137.5 543.9 250.1 178.7 378.9 265.0 
Metal Cans scotcuwusscicitrstecaeie orotic ies) thay 341 7.1 8.0 11.3 18.5 12.0 12.8 9.6 16.2 22.2 
Cutlery, hand tools, hardware.............. 342 0.7 (0) 1.3 3.8 3.1 2.5 10.7 29.6 3.2 
Heating apparatus (except elec.) and plumbing 

AXHULES By ops aye & Sods, Sierras Seeaiel ave eteeedeLa bois wees 343 4.1 2.0 1.8 3a) 4.1 2.9 3.2 3.8 3.7 
Fabricated structural products.............- 344 6.3 8.9 8.0 8.8 6.6 6.7 6.0 9.9 14.9 
Screw products and rivets. .............000- 345 1.7 1.2 2.5 4.2 1.9 4.0 2.3 3.7 2.1 
Stampingsiac cts cwiccois ac see Naess y srai ele sess 346 3.8 2.6 6.5 4.7 15.7 5.2 6.7 5.0 5.0 
Coating; engraving sabe acticiciies sien eae 347 
(Miscellaneous fabricated wire products)...... 348 } ‘ii = o-8 oF sty oO is re i a 
Miscellaneous fabricated metal products...... 349 3.7 4.1 2.8 4.5 3.4 2.7 2.6 2.6 3.5 

Fabricated metal products............... 34 29.7 26.5 34.4 47.8 47.6 38.1 41.4 71.6 56.5 
pS Aap ee Aaa ke RN ge A Eh i Sl A hin hia ata OE i Wd Es Kiel SRS Ee 
Engines and turbines...............000000- 351 5.9 3.6 3.3 8.4 23.3 7.0 5.9 23.6 99 
Farm machinery and fractors............... Ei?) 5.2 9.5 18.7 13.4 18.9 14.2 11.8 12.9 10.4 
Construction, mining, material-handling 

OQUipMenta. ceteris mae sce eka eta cena 353 26.7 5.4 5.6 58.2 34.0 27.9 11.7 12.7 46.3 
Metalworking machinery and equipment....... 354 
(Miscellaneous nonelectrical machinery)........ 359 } 6.5 3.6 3.2 wed be! nee HE. oi a 
Special Industry machinery................. 355 13.3 15.2 74 9.2 9.6 18.3 10.9 8.7. 9.5 
General industrial machinery and equipment... 356 15.9 6.5 6.9 9.3 24.9 16.1 37.1 15.7 28.2 
Office, computing, accounting machines....... 357 19.3 20.0 19.9 32.6 21.0 27.7 35.6 46.9 26.3 
Service industry machines. ..............-.- 358 1.4 5.1 1.9 2.1 2.4 3.1 4.8 3.0 3.1 

Machinery (except electrical)............. 35 94.3 69.1 66.8 139.0 143.1 121.1 128.9 129.7 147.4 
et honbulenincs Gieeties Araiient oa ete iin, SP nee OE Sd OR OT RE We ee EN OOS ET ge DEE se a ee 
Electrical transmission equipment............ 361 8.9 5.7 3.6 17.7 8.3 11.1 56.3 15.1 8.4 
Electrical industrial apparatus............... 362 9.0 6.7 3.6 15.2 9.0 25.8 7.3 11.4 17.2 
Household appliances... .........00.0eeee 363 7A 3.5 5.4 3.6 8.6 10.6 6.1 4.3 7.1 
Electric lighting and wiring equipment........ 364 2.3 1.4 1.0 5.1 2.8 5.4 3.1 6.7 6.8 
Radio and television receivers............... 365 1.1 1.3 0.9 4.1 1.4 3.8 5.9 2.5 3.2 
Communication equipment..............0+0- 366 8.5 9.3 4.1 6.3 10.1 10.1 28.2 14.7 13.1 
Electronic components. ..........2.2eeeeeee 367 7.7 10.9 10.2 23.0 21.1 22.9 12.4 18.3 31.9 
Miscellaneous electrical equipment........... 369 1.0 0.7 0.6 1.0 1.3 2.4 1.3 1.0 0.8 

Electrical machinery............0c0-eeeee 36 459 39.6 29.4 75.9 62.7 92.2 120.5 74.0 88.6 
Ese high harman bnenlir aire tek Ran ings Un 2a NNER RO ee SCRE hn Dn) eR ee RLY ib a ee EE Te 
Motor vehicles and equipment.............. 371 
(Motorcycles, bicycles, and parts). .... neo 375 101.1 42.3 37.2 47.2 96.2 190.1 127.5 97.9 120.9 
(Miscellaneous transportation equipment)...... 379 
Aircraft atid! parts #- 1.2400 eects vote a omtae 372 51.4 27.4 26.5 67.6 60.5 43.3 34.9 55.0 65.6 
Ship and boat building. ...........-i0+-e-- 373 8.2 1.9 2.2 3.8 6.4 1.5 2.0 1.6 4.3 
Railroad equipment .'. 6 5 o's sc es cae a ess tiers 374 3.0 Ue 0.9 1.3 2:1 1.4 Jal 2 2.7 

Transportation equipment.............+.. 37 163.6 72.6 66.9 119.9 165.2 236.4 168.0 155.7 193.6 
Engineering and scientiflc research instruments... 3817 24 0.9 0.8 2.2 5.3 47 2.5 4.7 $A 
Measuring and controlling instruments........ 382 3.8 2.3 4.3 4.0 6.2 7.8 3.6 3.6 bh. 
(Optical instruments)!.#.815 seid. «sede eieieee 383 
(Medical instruments). ..........20.+.20000 384| . 
(Ophthalmicigoods)| nyc sheen irr seria ac tee 385 2.1 1.7 1.2 2.9 3.9 2.3 1.9 2.6 6.1 
(Photographic equipment)...............05+ 386 
(Watches, clocks, clock-operated devices)...... 387 

fastruments, O86... 69653 s.pfun wusiets eis ace. miepeteders 38 7.9 5.0 6.3 9.2 15.4 14.8 8.0 10.9 16.4 
Sia an acs Rates Sates eNO RIED As 2 Dee OE i TM gs = eS RI BRE ES LN a BB 

Total reported metalworking!.............. 450.1 307.4 378.3 529.8 979.5 761.9 647.1 822.4 769.2 

Total estimated metalworking?............. 660 500 620 820 1,620 1,190 1,010 1,340 1,210 


1 Excludes ordnance and accessories, SIC Code 19, and miscellaneous metal manufacturing, SIC Code 39 
2 Estimated for entire metalworking universe. This includes metalworking firms operating at least one plant employing 500 or more production workers in 1957 
Source: The Conference Board 


months of 1960 represents a continuation of the down- in response to the steady fall in farm incomes and farm 
ward trend begun in the second quarter last year. The equipment demand since the second quarter of 1958, as 
declines from the approval highs attained between the prices received by farmers moved to progressively lower 
third quarter of 1958 and the first quarter of 1959 were levels while farm costs rose. The reduced purchasing 
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power of farmers during the last six months is implicit in 
the fact that manufacturers’ shipments of farm machin- 
ery during the first quarter of 1960 suffered a cut of 
one fifth from the year-ago level, after just holding even 
with the year-earlier volume in the last three months 
of 1959. 

Appropriations by the farm equipment industry dur- 
ing the latest period, however, exceeded by more than 
two thirds any of the quarterly amounts set aside dur- 
ing 1957. Indeed, the approval rate was small relatively 
only to the record volume of authorizations approved in 
the first quarter last year. Similarly, the cut in the 
approval rate during the third quarter of 1959 was 
sharp relatively to the near-record amount allocated in 
the like period of 1958. Since farm equipment appro- 
priations in the final quarter last year almost matched 
the year-earlier sum, the declining pattern of the year- 
ago comparisons during the latest three quarters does 
not necessarily imply a prolonged slackening of the 
industry’s capital outlays. The boosts toward the end of 
1958 and early in 1959 can be viewed as brief bulges in 
an otherwise gradually rising long-term trend of this 
industry’s capital investment projections, as farm mech- 
anization continues to grow. 


ELECTRICAL MACHINERY IN NEW UPSURGE 


Except for the miscellaneous electrical equipment 
division (SIC 369), all the electrical machinery cate- 
gories whose approval rates were reduced in the final 
quarter of 1959 showed smart recoveries in the opening 
months of 1960 (see table 3). 

The only cutback outside the miscellaneous group was 
made by the household appliance industry, its first since 
the fourth quarter of 1958. Compared with the same 
year-ago period, sales billed by the manufacturers of 
major household appliances reached a high point during 
the second quarter of 1959, thereafter undergoing sharp 
relative declines. Although these setbacks apparently 
slackened between the final quarter last year and the 
first quarter this year, sales in both periods were slightly 
below the corresponding year-earlier levels. This trend 
was reflected in the appliance manufacturers’ invest- 
ment projections during the recent quarter, resulting in 
capital allocations a sixth less than during the first 
quarter of 1959. 

In contrast, approvals in the radio and television 
industry scored the most dramatic resurgence of all the 
electrical machinery categories, turning a cutback of 
two fifths in the fourth quarter last year into a strong 
gain of nearly 125% in the initial quarter this year. 
Behind this boost were continued gains in production 
and retail sales of radio and television sets, some of the 
few items of household equipment recently displaying 
such strength. 

Fourth-quarter-1959 setbacks were also recouped by 
the electrical transmission equipment, electrical indus- 
trial apparatus, and electronic components industries, 
the gains in the last two groups being especially strong. 
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A survey high mark was posted by first-quarter-1960 
approvals in the electronic components category. 

Against a backdrop of successive gains in shipments 
since the second quarter of 1959, manufacturers of com- 
munication equipment continued to lift their capital 
authorizations over year-ago levels, although at a slower 
rate than prevailed during the July-September period 
last year. The electric light and wiring division scored 
a further sharp advance in the first three months of 
1960, with appropriations achieving a survey record. 

Because of this widespread resurgence in capital ap- 
propriations among the electrical machinery industries, 
the first-quarter-1960 volume for the group as a whole 
advanced two-fifths above the total for the same period 
in 1959, and was almost double that of the first quarter 
of 1958. Five of the eight three-digit divisions accounted 
for this vigorous climb, with the electronic components 
and electrical industrial apparatus fields leading 
the way. 


TRANSPORTATION EQUIPMENT ADVANCE SLOWS 


In the first three months of 1960, capital appropria- 
tions in the transportation equipment industries ad- 
vanced one-fourth above their level in the previous 
quarter and stood a sixth higher than during the first 
quarter of 1959. This recent rise nevertheless repre- 
sented a continuation of the declining trend in the same- 
quarter-year-ago comparisons, which began in the third 
quarter last year. 

The motor vehicle division was once again the leader 
of the year-to-year improvement in the first quarter 
this year, increasing its capital allocations by a fourth. 
This was the third successive period, however, in which 
its rate of approval gain slackened from that in the pre- 
vious quarter. 

Outside the motor vehicle division, the other trans- 
portation equipment industries—aircraft, shipbuilding, 
and railroad equipment—raised their capital authoriza- 
tions 5% above the year-earlier amount. This modest 
rise was chiefly in the aircraft division, which reversed a 
sharp cutback in the previous quarter with a 9% in- 
crease in the first quarter this year. The backlog of un- 
filled orders for aircraft was gradually rising between 
the second half of 1959 and the first quarter this year, 
whereas during the comparable period a year earlier the 
order backlog was declining. This gradual improvement 
in the relationship between aircraft production and in- 
coming orders was thus creating a more favorable 
climate for capital spending decisions. 

Less important in its effect on the first-quarter im- 
provement in total transportation equipment appropria- 
tions was the railroad equipment industry’s approval 
boost of one-fourth above its capital allocation in the 
first quarter of 1959. 


SHIPBUILDING DOWN 


The most important drag on the transportation equip- 
ment industries was the 32% cutback below year-earlier 
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levels in the shipbuilding industry. In the three-year 30%. These advances confirm the continued technolog- 


period covered by the survey, the peak in capital ical progress achieved by these industries. 
authorizations in shipbuilding occurred in the first 
quarter of 1958; in the same quarter of 1959, approvals HIGH LEVEL OF INSTRUMENT APPROVALS 
were cut by a fifth. The latest cut has resulted in a level In the first quarter of 1960, capital appropriations in 
of approximately one half the first-quarter-1958 amount, the instrument industries posted a survey record. They 
a steady and serious two-year decline. During this were half again as large as the total for the previous 
period, world shipping capacity has grown beyond the quarter and 6% ahead of the first quarter of 1959. How- 
current demand for maritime tonnage. The resulting ever, the rate of increase in instrument approvals com- 
increase in competition and the downward pressure on pared with the year-earlier levels has been steadily de- 
shipping rates have caused a profit squeeze detrimental clining since the second quarter of last year. 
to new investment proposals. 
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Source: The Conference Board 
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Appropriations approved by the makers of engineer- 
ing and scientific research instruments dropped slightly 
below the year-ago amount, their first decline in five 
quarters. Approvals in measuring and controlling in- 
struments were a sixth less than in the first quarter of 
1959, the third such cutback in succession. 

The first-quarter gain in instrument approvals was 
accounted for by the sharp boosts made by the profes- 
sional instruments and timing devices field (SIC 383- 
387), whose authorizations topped the year-ago volume 
by 55%, reversing a cutback in the previous quarter. 

Rising to a survey record in the first quarter this year, 
capital appropriations in each of the three separately 
shown instrument industries exceeded the sums set 
aside during the recession-low first quarter of 1958. 
Authorizations for the entire group stood more than 
twice as high as in the comparable period two years 
before, an indication of the underlying strength of 
demand for its products. 


APPROPRIATIONS PER WORKER 


Funds allocated for capital investment in the period 
between the second quarter of 1959 and the first quarter 
of 1960 came to $1,117 per plant worker for all com- 
panies reporting to the metalworking survey. This was 
$87 less than in the previous four-quarter period. A simi- 
lar decline occurred in total appropriations per worker 
approved by all companies in the metalworking indus- 
tries, as estimated by THe ConrerENcE Boarp. The 

estimated total for the latest four quarters was $1,186 
per worker, as against $1,268 in the previous four 
quarters. 

The largest amount approved per worker was the 
$2,618 set aside by the basic iron and steel industry. 
This leadership is in keeping with basic steel’s histori- 
cally high costs for fixed assets. The latest sum, how- 
ever, was one-fourth below the amount approved be- 
tween the first and fourth quarters last year, reflecting 
the sharp cutback in the first quarter this year. 

Appropriations per worker in the latest four quarters 
was smallest in the railroad equipment division. At $319, 
however, the sum was larger than the previous period’s 
figure of $299. 

The right-hand column of table 3 contains the data on 
capital appropriations per plant worker by the three- 
digit (SZC) industries. 


THE TRENDS AT A GLANCE 


The first quarter of 1960 witnessed a downturn in 
metalworking capital appropriations from the high and 
rising levels of 1959. This dent in last year’s upswing was 
caused by a sharp cutback in the authorizations of the 
basic iron and steel industry. Outside steel, metalwork- 
ing approvals continued to rise at about the same pace 
as in the final quarter last year. 

The recent setback in steel industry appropriations 
followed the near-record sums set aside in the fourth 
quarter of 1959, and is an understandable pause to allow 
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for the expenditure of the existing approval backlogs. 
Then, too, as the first quarter of 1960 drew to a close, 
steel users, reassured by the new labor settlement and by 
the stability of steel product prices, were evidently 
stopping short of the level of inventory accumulation 
widely expected at the end of last year. The steel indus- 
try consequently set its first-quarter appropriations 
against the background of an unanticipated slackening 
of new business. 

In retrospect, the metalworking industries carried the 
1959 expansion in capital appropriations to record highs, 
almost doubling the total set aside in 1958. This vast 
gain has yet to be translated fully into spending for new 
productive facilities. Since a considerable period is 
necessary for the installation of heavy metalworking 
equipment, the funds appropriated during 1959 should 
insure a continued ascent in capital outlays through 1960. 

The rate of incoming orders to the metalworking in- 
dustries was generally maintained at a high and steady 
level during the first quarter of 1960. Official earnings 
figures for this period show that corporate after-tax 
profits in the durable goods industries topped the pre- 
vious and year-ago quarters. Retained earnings and de- 
preciation allowances also increased, expanding the cash 
reservoir available for capital investment. As a result of 
these improvements, an increasing proportion of the 
larger metalworking firms outside steel raised their 
appropriation sights over the year-earlier amounts be- 
tween the final quarter last year and the first quarter 
of 1960. 

In the second quarter, the metalworking industries 
adjusted production schedules in line with current busi- 
ness. How these adjustments affected their ability and 
willingness to approve fresh capital investment projects 
must await the findings of the next quarterly metal- 
working survey. 

Morris CoHEen 

Martin R. GaInsBRUGH 
Assisted by 

Frep STEVENSON 

Office of the Chief Economist 


1 These figures are based upon the sum of approvals during the 
latest four quarters, divided by the average number of plant workers 
employed in each division during 1957. 

Adjustment of the four-quarter approval sums to a per worker 
basis removes the influence of variations between industries in the 
size of establishments. Thus appropriations per worker provide statis- 
tically comparable measures of the relative levels of expected capital 
requirements among the different industrial categories. 

Since these data are weighted by the reported dollar figures, they 
would fluctuate to a misleading extent if restricted to a single quarter 
whenever a large company appropriated unusually large or small 
amounts. In order to avoid this, appropriations per worker are com- 
puted on the sum of approvals during the latest four quarters. 

By employing this method of measuring his company’s capital ap- 
propriations, the reader can compare his firm’s approval rates, by in- 
dustrial division, with the average rate of all the reporting establish- 
ments producing the same class of product. Considerable caution 
should be exercised, however, in interpreting the differences in appro- 
priations per worker between the industrial categories, because the 


’ influence of the varying technological relationships between fixed 


capital and labor inputs cannot be statistically accounted for or 
eliminated on the basis of currently available information 
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Steel Inventories: Liquidation in Progress 


HE PERSISTENT decline in steel production since 

the beginning of the year (from 95.5% of capacity in 
January to about 60% in June) has apparently resulted 
in a liquidation of finished steel supplies during the 
second quarter. 

According to THE CONFERENCE Boarp’s revised 
series on steel inventories, metal fabricating industries 
(which comprise 65%—-70% of total shipments) reduced 
their stocks of finished steel by an estimated 1.0 million 
tons, with more than half this decline occurring in June. 
Inventories rose by 3.7 million tons in the first quarter, 
as an aftermath of the strike. Shipments from April to 
June have evidently totaled about 12.9 million tons, 
a 28% drop from the 18.0-million tons shipped in the 
January-March period. However, consumption has 
apparently been sustained at about 13.9 million tons, 
only 2.8% below the previous three months. 

Industry sources look for a further drawing down of 
total stocks in the third quarter, but at a reduced rate, 


Changes in Fabricators’ Finished Stee! Inventories! 
Millions of net tons 


Shipments Consumption Inventory Change 


ROS g a. eee er Sie sy 50.3 3.2 
NG On aie acre e Cason we 41.5 44.6 —3.1 
[IPSS er Se rr Ne aera 58.1 S23 5.8 
ND SOs str dceiste steeten ters 56.1 La Ps 49 
1957 Ge iis oat. $1.1 52.4 —1.3 
P9502 hehe 2c aoe 40.7 45.3 —46 
DOD bis. 4c SO 50.7 §2.9 —2.2 
MOST RA see ot tise 2 oe 15.0 13.5 i pess 
Ee RE ee Bere: 13.3 13.3 — 
PRON ia aia 7 Se 11.4 13.0 —1.6 
DV ADE eT se ii ie # 11.3 12.6 —1.3 
LOSS a Nee he) tis novela 9:3 11.4 —2.1 
UPS peace tent 9.5 10.7 —1.2 
Cowes vee ee 99 11.3 —14 
LVetee serie ts sites: al 2a) 12.1 — 
GSE AE eet <a ives wisest 15.4 12.8 2.6 
I ne ictitas ealds 19.0 137. §.1 
ES Sek §.3 13:6 —8.2 
Woe es 11.1 12.7 —1.6 
1960 ee ee 18.0 14.3 3.7 
L hatotes: aA Sele as 12.9p 13.9p —1.0p 


p—preliminary 

1 Quarterly figures not adjusted for seasonal varlation 

Sources: Federal Reserve; Bureau of the Census; American Iron & Steel Institute; The Con- 
ference Board 


owing to a seasonal slowdown in activity of major steel 
consumers (particularly the automobile industry). 

Current indications of an involuntary rise in mill in- 
ventories may act as a partial check on any production 
upturn in steel, even assuming that consumers increase 
their new orders for steel in coming months. Roughly 
70%-75% of steel ingot production is converted into 
finished products; since the fourth quarter of 1959, ac- 
tual shipments have been running at about 69% of pro- 
duction, implying an increase in mill stocks. (Some of 
this implied increase reflects a replenishment of stocks 
depleted by the strike.) Any upturn in shipments during 
the third quarter may come in some part from mill in- 
ventory, and the production response to a better order 
picture may thus be somewhat delayed. 

On the other hand, the steel situation contains some 
imponderables that may tend to improve third-quarter 
activity. No very reliable figures are available for the 
absolute level of steel inventories held by consumers. If 
it is assumed that liquidation will continue into part of 
the third quarter (and that metal fabricators will ac- 
count for some of the reduction), fabricators’ inventories 
would be only slightly above levels prevailing at the be- 
ginning of the year, when the strike-induced liquidation 
of 9.8 million tons had just ended (see table). This 
suggests a strikingly low level of finished steel supplies 
in the fall, even allowing for the fact that steel con- 
sumers may now be willing to operate with lower in- 
ventories. (In analyzing the steel outlook as of midyear, 
it may be worth noting that stocks have undergone 
liquidation for the past three years; see chart.) 

Attitudes toward a price increase for steel will also 
affect the third-quarter outlook. A spectacular lack of 
anticipatory interest has been a feature of the current 
steel market. Any shift in outlook among steel con- 
sumers toward hedge-buying as a protection against 
a year-end price increase may considerably influence 
third-quarter activity. 


Revisions in the New Series 


The steel inventory series referred to here reflects two 
basic revisions from previous series reported by THE 
ConFERENCE Boar. First, an estimate of imports has 
been included in shipments to fabricators. The net effect 
of this revision has been to dampen the inventory 
liquidations that are shown in the earlier series, and to 
raise the accumulations. This revision is particularly 
noticeable in the past two or three years, when the im- 
port share of all steel shipments rose from about 1.5% 
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To date in 1960, foreign steel 


no appreciable effect on the 
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(in 1957) to over 6% (in 1959). 


is accounting for between 5% 
and 6% of total deliveries. 
Secondly, estimates of steel 
consumption have been ad- 
justed to the new Federal Re- 
serve index of industrial pro- 
duction (1957 = 100); the ear- 
lier series was tied to the 
1947-1949 = 100 index. (Con- 
ference Board estimates for 
steel usage by fabricators are 
derived from a ratio of steel 
consumption, as shown in the 
1954 Census of Manufactures, 
to the Federal Reserve index 
of production for metal-fabri- 
cating industries.) The shift 
in the base years has had 


consumption estimates, but 
changes in the relative weights 
of components of the new in- 
dex have caused some minor 


shifts in consumption levels. 1953 


1954 
Some Limitations 


Since the steel inventories series is based upon a 1954 


relationship of steel production to consumption, 


caution must be exercised in the interpretation of the 


_ series, and only pronounced changes in inventory move- 


ments should be considered significant. 

The relationship of steel usage to production has 
doubtless changed among metal-fabricating groups in 
the past six years, but it is impossible to determine 


accurately the extent of the change. (In view of the 


shift toward compact cars in the current automobile 
market, automotive use of steel per unit of output may 
very well have undergone significant revision.) More 
up-to-date figures on steel consumption are to be issued 
later this year by the Bureau of the Census; when they 
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Quarterly data, not adjusted for seasonal 
variation; second-quarter estimates preliminary 


Change in Fabricators’ Steel Stocks: 
Liquidation Is Resumed 
in the Second Quarter 


Sources: Federal Reserve; Bureau of the Census; American Iron and Steel Institute; The Conference Board 
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are available, they will be incorporated in the series. 

It should also be noted that the data on shipments 
and consumption are not adjusted for seasonal varia- 
tion. It is, therefore, necessary to distinguish between 
normal seasonal changes and those that carry more than 
seasonal significance. Finally, the import adjustment 
incorporated in this revision is still in preliminary form. 
A further revision of the entire series, including both the 
consumption measure and the import adjustment to 
shipments, will be carried back to 1955 on a quarterly 
basis when the necessary data become available. 


JacK RUBINSON 
Division of Business Analysis 


A Guide to Income Distributions 


considered as the most likely group to invest in 

home swimming pools, the market numbers about 
7 million, according to one set of government statistics. 
But similar figures from another source show this group 
as being about one half that size. The difficulty lies in 
interpreting the wealth and variety of material on income 
distribution available. 


|: THE ‘$10,000-and-over” income bracket can be 


Four Important Sources 


Four sources providing national data on size dis- 
tributions of income for individuals and groups are 
available every year. Although these sources do not 
exhaust the list of size-distribution data, they contain 
valuable information on markets for consumer goods as 
measured by the consumers’ capacity to spend. Two 
series are developed by the Department of Commerce: 
The Bureau of the Census consumer-income statistics 
are gathered by personal interview in connection with 
its “Current Population Survey” (CPS); the Office of 
Business Economics (OBE) size distributions are de- 
rived from personal-income aggregates that are dis- 


Importance of Data 


The fact that differences can be found among the 
figures of the four sources discussed here is not of 
prime importance to business users of income sta- 
tistics; but the reasons behind these differences are 
significant. Treatment of the high and low ends of the 
distribution, the presence of data for families and for 
single units, and additional statistical material avail- 
able in connection with size distribution statistics 
will generally be the important considerations in the 
selection of one series over another. 

All four of these series are limited in their useful- 
ness to business. Most important of these short- 
comings is the difficulty in matching income-size 
distributions with consumption patterns. Another is 
the lack of detailed regional statistics. Although the 
1960 Census will contain regional income distribu- 
tions, there is no current material that relates income 
and expenditure characteristics of the same units. 
Size distributions that are now available can only be 
a rough measure of the market potentials for con- 
sumer products. 
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tributed according to information provided by income- 
tax returns and other sources. 

In addition to these two series, statistics on income 
distribution are prepared by the Internal Revenue 
Service (IRS) from a weighted sample of income-tax 
returns. Finally, the “Survey of Consumer Finances” 
(SCF), formerly included in Federal Reserve Board 
publications and now privately sponsored, contains data 
on size distributions of consumer income developed from 
information collected through a survey of households. 


Figures Show the Differences 


Despite the abundance of material in this area, no 
single definitive series exists. A look at the figures them- 
selves will illustrate the magnitude of the differences 
that appear in data supplied by the various agencies. 

A striking contrast in the distributions of income- 
receiving units is evident in the statistics relating to the © 
under-$2,000 income group. In the OBE series, only 
14% (about 8 million units) of the families and individ- } 
uals were reported as having received under $2,000 in 
income in 1957. This estimate compares with a total of 
13 million CPS and 15 million IRS units in the 
same bracket, or roughly one fourth of all units. In 
addition, the “over-$10,000” OBE group is approxi- 
mately the same size as its lowest class; this is a much | 
greater number than shown in IRS and CPS statistics, | 
where only 4 million units are recorded in the top 
bracket. The discrepancy between the SCF and OBE 
series is not so sharp, but the OBE maintains the same 
relative position as it does with the others. 

Differences are even more apparent in the aggregates }; 
estimated by these series. The highest estimate, some 
$334 billion, is reported by the OBE. The comparable 
IRS aggregate is smaller by as much as $53 billion. A 
somewhat higher SCF figure fails to reduce this gap by 
much. CPS data do not provide dollar values, except for 
median incomes. However, by interpolation, a figure can - 
be estimated that is substantially lower than any of the 
others.! 

Variations that appear in the aggregates and dis- 
tributions are similarly displayed, on a per unit basis, in 


1CPS mean-income figures were interpolated for each interval, ~ 
including the lowest and highest income brackets, according to proce- 
dures outlined by Liebenberg and Kaitz in Studies in Income and 
Wealth, volume XIII (National Bureau of Economic Research). For | 
1957, the aggregate income obtained was close to $262 billion. Al- 
though probably somewhat understated, it is well below the IRS 
figure of $281 billion 
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| the means and medians. Roughly comparable mean 
figures among the four series show a spread of almost 
$1,500 between the extremes. The average unit (family 
or individual) received as much as $6,220 according to 
the OBE, but only $4,740 in IRS figures. 


Factors Involved 


If businessmen are to make use of size-distribution 
_ statistics, some explanations or reconciliation must be 
. found for the obvious discrepancies in the figures. Many 
of these differences demonstrate the extent to which a 
_ given series is dependent upon its scope. Boundaries are 
determined principally by definitions used for the 
“universe,” income recipient, and type of income re- 
‘ceived. Knowing the major sources of size-distribution 
statistics in terms of what they measure and the relation 
_of the statistics to consumer expenditures can be a guide 
for the selection and use of this material. 


‘Universes Defined 


In relating income and spending patterns, the uni- 
verse for the income series must be identifiable with the 
/ market to which a given product is directed. Although 
the OBE and CPS define their survey universes simi- 
larly, the other two series have restrictions that exclude 
certain groups of persons. The SCF agrees with the 
Commerce statistics in that its income distributions are 
based upon incomes of the civilian noninstitutional 
population. This definition excludes persons living in 
penal, mental, homes for the aged, and other institu- 
tions and on military reservations, because of their 
unusual income (and spending) patterns. However, the 
SCF universe includes only households—persons resid- 
ing in dwelling units—as defined by the Census Bureau. 

Inthe other three studies, so-called “quasi households,” 
or residents of large boarding houses, YMCA’s, hotels, 
| ete., are counted. These persons may be significant pur- 
chasers of some consumer goods, although they do not 
constitute a likely market for household goods or foods 
for home preparation and consumption. Adding this 
group to the sample tends to increase the number of 
individuals whose incomesare, relatively to family units, 
| typically low.1 The SCF shows approximately 2 million 
more high-income units than the CPS, for example, and 
nearly 3 million fewer in the lowest class. 

The universe for the IRS statistics is determined by 
the legal filing requirement for the tax year. All residents 
of the United States having incomes above the stated 
minimums must file tax returns. In general, persons 
receiving incomes below $600 are not required to sub- 
mit income statements. However, self-employed per- 
sons, recipients of income other than earnings, and 
persons over sixty-five or blind are subject to slightly 
different filing requirements. [Text continues on next page] 


1 According to the Census Bureau, persons living in quasi house- 
holds in 1957 accounted for 8.6% of the unrelated individuals, but 
only 0.2% of family units. The importance of quasi households, how- 
ever, appears to be declining 
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How the Four Income Distributions Compare 
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‘Distributions of all units (families and individuals, except ‘all returns" for IRS) by income class 
for 1957 


Sources: CPS: Bureau of the Census; SCF: Federal Reserve; OBE: Office of Business Eco- 
nomics; IRS: Internal Revenue Service 
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In effect, the IRS income distributions have a cut-off 
point below $600. Many persons whose incomes fall 
under this amount are not recorded in the group, 
although those who file in order to obtain refunds on 
income withheld from earnings are included in the 
sample. Both of these factors—an absence of returns, 
and reporting of incomes by persons who are not de- 
pendent upon them—tend to discredit the figures 
reported for the lowest IRS bracket. 


Income Recipient 


Definitions of units receiving income usually attempt 
to group persons according to relationship and living 
arrangements. For marketing purposes, such a grouping 
of income data is significant because it normally brings 
together persons who make purchases as a unit. Differ- 
ences between series in the combining (or noncombining) 
of incomes will, of course, affect the level of incomes 
reported, although aggregates will not be changed. 

No disagreement appears in the definitions employed 
by the Department of Commerce. Both the OBE and 
the CPS distribute units—‘“‘families,” “individuals,” 
and the uncombined CPS “‘persons fourteen years and 
over’ —by income class. A family is defined as a group 
of persons related by blood, marriage or adoption who 
share a common dwelling unit. “Unrelated” or “unat- 
tached”’ individuals are those persons living alone or 
with nonrelatives. In the OBE series, combined figures 
for these two groups are for “consumer units.’’ Some 
slight differences exist between the two series in the 
count of units, but the totals and proportions of families 
to individuals are not significantly affected. In 1957, 
each series estimated approximately 54 million units, of 
which 44 million were families and 10 million individuals. 

The SCF also contains distributions by family units, 
permitting comparisons with Commerce Department 
statistics. However, the SCF “family” includes both 
families and individuals; unlike the Commerce material, 
no separate distribution of individual units is available. 
The separation of individuals from families is an im- 
portant step in relating income to expenditures because 
each group has distinct characteristics. Single units are 
typically older persons with lower incomes, and a cer- 
tain number do not maintain their own households. 
Thus, while family purchases may be primarily geared 
to the home, children, and activities in the home, single 
consumers tend to spend more, for example, on meals 
and entertainment away from home. 

In addition to the “family” concept, the SCF con- 
tains figures for “‘spending units.” These units are com- 
posed of individuals and groups of related persons, the 
latter not only sharing living quarters, but pooling 
incomes for major expenses as well. In many respects, 
the spending-unit definition is consistent with the aggre- 


gate terms “families and individuals” (CPS) or “con- 


sumer units” (OBE), since related persons living to-— 
gether normally pool incomes. However, differences that © 


do occur tend to split up units and incomes that are 
combined according to the family concept, thus lowering 
over-all incomes and shifting the distribution down- 
ward. (For greater comparability, SCF family distribu- 


tions have been shown with the other “all unit” 
figures.) Spending units are distributed in a pattern 


similar to the CPS families and individuals. 


No Families in the IRS 


The IRS data do not lend themselves readily to 
adaptation according to family relationships; thus it is 
particularly difficult to correlate them with spending 
patterns. The deviation in concept of income recipient 
underlies the preponderance of low-income units in this 
series, since a lack of combination of IRS units reduces 
the size of the incomes reported. 

Of the five types of income-tax returns used, only 
joint returns may report combined incomes of multiple 
earner families, and these represent only about two 
thirds of all returns filed. Many more combined incomes 
are represented in the other series. The OBE and the 
CPS, for instance, classify over 80% of all their income 
recipients as families. Furthermore, incomes reported by 


joint returns in many cases do not represent the total © 


inflow to a family group. No record is made of de- 
pendents’ income or the income of family members, 


other than the wife, who may share the same dwelling. © 
Conversely, individuals filing separate returns may ac- - 
tually be living with and dependent upon relatives and 


would, under Commerce Department definitions, be 
classified as family members. 


Income Concept 


Selecting precise boundaries for an adequate defini- | 


tion of income requires consideration of both the indi- 
vidual’s concept of his own or his family’s financial 


status and the ease of evaluating this interpretation in _ 
dollar sums. Although the former will be the determin- © 


ing factor in the consumer’s willingness to spend, the 


latter is of considerable importance in surveys of in- 


come. The more closely these two elements are related, 


the more significant the resulting statistics will be for ~ 


marketing purposes. 
The CPS and SCF employ the same definitions of 


income; that is, the sum of money income from all - 
sources, less losses, reported before making deductions © 
for federal and state income taxes. Not counted as — 
income, however, are gains or losses attributed to the © 


sale of capital assets, or any forms of income other than 


money. Although no distribution according to disposa- ~ 
ble income is available, the definition used by these two — 


CPS: Current Population Survey 


IRS: Internal Revenue Service 


OBE: Office of Business Economics 
SCF: Survey of Consumer Finances 
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series is a useful approach for determining the funds 
available for current consumption needs such as food 
and clothing. 
- A much broader concept of income is used for the 
OBE series. Since these figures are derived from com- 
prehensive accounts of personal income, certain forms 
of income that are normally difficult to measure are 
contained in the OBE definition. Various types of im- 
puted incomes are measured: wages in kind (usually in 
the form of food or housing), the rental value of owner- 
occupied homes, food and fuel produced and consumed 
on the farm, and interest. Meals and housing received as 
part wages are important sources of income for certain 
groups of people, particularly farm laborers and domes- 
‘tic workers, whose incomes are typically low. Including 
nonmoney forms of income thus helps to reduce the 
‘number of units in the lowest income bracket and is the 
major reason why the family personal income aggregate 
‘is higher than totals for any of the other series.! 

The more comprehensive definition of income, along 
with the elimination of error that is unavoidable in sur- 
'veys dependent upon personal interviews, tends to en- 
‘large the incomes reported and generally to shift the 

OBE distribution upward in relation to the other series. 

A measure of income that takes a global view may come 
closer to a gauge of a family’s capacity to make major 
purchases, such as housing. The OBE material also 
includes distributions after deductions have been made 
for the payment of federal income taxes. 

The IRS concept of adjusted gross income similarly 
embraces nonmoney incomes, principally in the form of 
wages in kind. The inclusion of capital gains and losses 
(after allowable adjustments) is a unique feature of the 
IRS statistics. Since this source of income is particu- 
larly important in the upper-income brackets, its addi- 

tion enhances the value of these figures. However, 
_ because of the $600 cut-off in income reporting, and the 
nonreporting of social-insurance benefits, the IRS data 
‘are not a very useful measure of the importance of the 
very low income classes. Certain other types of income 
‘are also excluded for tax purposes. Pay received during 
illness, under specified conditions, travel expenses in- 
curred on business, and several other minor income 
‘sources do not appear in statements of adjusted gross 
‘income. 


SUMMARY 


Of all the income-distribution series, the Census data are 
probably the most flexible. Extensive cross classifications 
of income data with other population characteristics 
that are also important in determining consumption pat- 
terns (age, sex, marital status, residence, education, 
occupation, etc.) make this series especially valuable. 
The shape of the distribution, as traced by the CPS, 


1 The family personal income aggregate differs somewhat from total 
personal income in that incomes accruing to nonprofit organizations, 
private funds, and to persons living in institutions or on military 
reservations are excluded from the former sum 
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bulges more near the low end in comparison with other 
series. The combined factors of the inclusion of quasi 
households and the concept of money income keep these 
figures below the OBE and SCF. 

The SCF focuses particular attention on the various 
aspects of consumers’ financial position, their liquid-asset 
holdings, and debt incurred. Such information as the 
credit purchasers of consumer durables can help indicate 
market potentials for furniture, appliances and auto- 
mobiles. The idea of a “‘spending unit” is a step beyond 
the concept of relationship in bringing together income 
and expenditure data, and supplementary information 
supplied by the survey ties in these two consumer 
functions more specifically. Other classifications of in- 
come recjpients similar to those in the CPS, but in 
somewhat less detail owing to the small sample, can be 
found in SCF material. Both the CPS and SCF contain 
income distributions for broad regions of the United 
States. SCF family distributions, although consistent 
with the CPS in universe and income concepts, report 
more units in the upper classes. This is largely attributa- 
ble to the exclusion of quasi households and partly to 
differences in sample size, sampling techniques, and 
methods used to inflate the data. 

The OBE statistics are consistent with other national- 
accounts data developed by this agency. Because this 
material is not collected by personal contact with indi- 
viduals, only rather broad divisions of income recipients 
are cross classified with incomes. However, OBE dis- 
tributions for farm families may provide a more accurate 
gauge of this market’s income structure than the CPS 
“Tural farm” classification, since nonmoney forms of 
income, especially important to these groups, are in- 
cluded. Of the four series, the OBE reports the highest 
incomes for consumer units, mainly because of its global 
view of income. 

The Treasury Department income distributions offer 
valuable information within their scope. Difficulties 
arise in adapting this material to standard concepts of 
income and recipients, but the IRS supplies the most 
detailed information available for the upper-income classes. 
The IRS data can provide the seller of luxury goods 
with a knowledge of the distribution of income recipients 
above the $10,000 bracket, including sources of income. 
The IRS is also the basic source of size-distribution data 
for the prewar period prior to the 1940 Census, although 
frequent changes in tax laws make time comparisons 
hazardous. Because of the lack of pooled income returns, 
the distributions recorded are the lowest of the four. 


HELEN Swanson 
Division of Consumer Economics 


Public Policies Toward Business—A revision of an earlier text 
designed for the study of public policy toward such activi- 
ties as maintaining competition, moderating competition, 
substituting regulation for competition, and substituting 
public for private enterprise. By Clair Wilcox. Richard D. 
Irwin, Inc., Homewood, Illinois, revised edition, 1960, 907 
pages. $9.60. 


MERGERS: A SUMMARY OF 1959 LISTINGS 


separate acquiring companies, according to Con- 
ference Board data on mergers and acquisitions (see 
tables 1 and 2). Comparable figures for 1958 show 1,116 
business units acquired by 812 separate companies. 
These totals include all total and partial acquisitions in 
all the broad industrial sectors within the scope of the 
Board’s specifications for listing.1 
The summary of the listings for 1959 as tabulated 
here should be approached with an understanding of the 
limitations inherent in the methods by which they are 
compiled. The above figures and similar data in the 


|: 1959, 1,480 business units were acquired by 985 


Table 1: Recorded Surviving Units, by Type of 
Acquisition, 1959 


Type of Acquisition Number % 

Fs) {| paper cre ee ee eee ere Lee oF ae 985 100.0 
Single units acquiring: 

Onelothen nite . eee eee 504 Sez 

More than one other unit........ 166 16.9 

A part of one or more units...... 187 19.0 

New companies formed......... 38 Ge 

Joinicacquisitionss ful. si «bonkers 4 A 

CombinationSc hie sautde aatie 86 8.7 


1 More than one company acquiring simultaneously a single unit or a partial unit 
2 Single companies making two or more whole and partial acquisitions 
Source: The Conference Board 


tables following are based on material collected by THE 
CoNFERENCE Boarp for its monthly listings of mergers 
and acquisitions. These monthly lists are the only regu- 
larly published ones of their kind;? nevertheless, they 
are not presented as the complete record of all company 
transfers, but as an index of transfers of ownership 
culled from a wide range of published nonstatistical 
sources. The listings are designed primarily to be of aid 
to those planning for, or studying the effects of, mergers 
in particular markets, rather than to serve as a basis for 
statistical analysis. Counts derived from the lists neces- 
sarily reflect the fact that some sources are more com- 
plete than others, not only with respect to notices of 


1See the May, 1959, Business Record for a full coverage of scope 
and limitations of the merger listings and an analysis and summary 
of recorded 1958 mergers and acquisitions 


2 The Federal Trade Commission annually makes public a set of 
statistical aggregates that is collected from various sources as part of 
its merger investigation program. In addition, some trade associations 
collect merger and acquisition data within their specific industries, but 
frequently they are not for public use 
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acquisitions, but also with respect to the products in- 
volved and the sizes of the companies. 
Within these limitations the present tables ilies 
some economic patterns inherent in the recorded data. 
Tables 1 and 2 show that the majority of acquiring 
companies made only one recorded acquisition during 
1959. Two hundred and seventy-two acquiring firms 


Table 2: Recorded Acquired Units, by Type of 
Acquisition, 1959 


Type of Acquisition Number 5 

Uo) Zo RR Fe ery CE ARE PL NO 1,480 100.0 
Units acquired by: 

One other unthieah Cingares Gye 504 34.1 

More than one other unit........ 45] 30.5 

A part of one or more units...... 201 13.6 

New companies formed!......... 46 31 

Joint acauisitions,...2i54.u8 otea..tiak ] al 

Combinations 02 ee wt oe cic te 2774 18.7 


1 Where two companies merged to form a third, one acquisition is noted; where three com- ~ 
panies merged to form a fourth, two acquisitions are noted, etc. 


a—Single units: 170 (61.4%); partial units: 107 (38.6%) 
Source: The Conference Board 


made more than one acquisition. Of these, 166 acquired 

451 whole companies, and fourteen acquired parts of | 
two or more companies. Further details are given in the 
tables below. American or American-controlled com- 
panies were recorded as acquiring thirty-four Canadian 


Table 3: Recorded Surviving Units, by Asset-size Class, 1959 


Millions of dollars 


Asset-Size Class Number w 
TOTGE Se te ac re eee ere tae cere 985 100.0 
S100 anduOvet sey ..aivhe nds Hees 144 14.6 
50 99D ac cits sae troptaceee en rake 85 8.6 
TOE49 OF ieee es eae oe 264 26.8 
DoD ca ee EE Ne 79 8.0 
FED een ire see et 123 12.5 
CE PEO RAe SUNen aaa as PE 6 6 
Under! SO eae Hn ] A 
Not avoilablattnay. al ne ae 283 28.7 


‘ Source: The Conference Board 


units. Twenty-one of these were whole companies and | 
thirteen were portions of continuing organizations. 
Table 3 shows that 50% of recorded surviving units ft 
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(acquiring companies) for all sectors had assets above 
$10 million. A scrutiny of only the companies with 
known asset sizes (702) reveals upwards of 70% in the 
over-$10-million class. The availability of asset-size 
idata for the acquired-unit side of the ledger was 
inute, this information being obtainable in only 
ighty-seven cases (5.9%) from Moody’s Industrial 


| Table 4: Recorded Surviving Units in Manufacturing, by 
Asset-size Class, 1959 
Millions of dollars 


Surviving Units All Manufacturing Corporations 
FTC-SEC! 


ed reoste 
Asset-Size Class Number 4 Number %o ($ billions) % 
$100 and over.. 123 17.9 292 2 ba 50 61.7 
SO ELC ie 7 10.3 238 ! 18 74 
10-499 ons 201 29.2 1,283 1.0 29 11.9 
to owt te 60 8.7 1,032 8 a G9) 
Te Gun oe 9] to) O12 7.9 19 78 
othe ee § 
Rehan 7 9 114,737 -, 899 18 74 


SIZ calc steel ke 552 (80.2) 
ot available... 136 19.8 


Otis xt we 688 100.0 127,694 100.0 243 100.0 


Quarterly Financial Report for Manufacturing Corporations, fourth quarter, 1959, (Federal 
Trade Commission—Securities and Exchange Commission) pp. 50-55 and 61 


jource: The Conference Board 


anual or Standard Corporation Descriptions. An 
nalysis of the acquired-unit figures is not carried, since 
heir scarcity makes a statistical summary valueless. 

Fifty-seven per cent of the recorded surviving units in 
anufacturing (acquiring companies) had assets of over 
10 million (see table 4).! These figures can best be 
nderstood by comparing them with related data for all 
anufacturing corporations as published in the Quar- 
terly Financial Report for Manufacturing Corporations 
Federal Trade Commission—Securities and Exchange 


Table 5: Recorded Surviving and Acquired 
Units, by Industry Sector, 1959 


Surviving Acquired Surviving Acquired 
Industry Sector Units Units Units Units 

Seber at Re a etek Yo 985 1480 100.0 100.0 
Mining. s.iccerse 64 55 4.4 03:7: 
Manufacturing..... 688 860 69.8 58.1 
FOS cee es cinua scons 82 152 8.3 10.3 
BPtVICGs Wt. 2 ot: 54 99 os 6.7 
Miscellaneous..... 26 30 2.6 2.0 
Not available..... 92 284 25 19.2 


hource: The Conference Board 


ommission).? For example, examination of data in the 
eport alongside the Board’s summarizations of mergers 
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reveals that of the 292 companies in the $100-million- 
and-over class, 123 (or 42%) had made acquisitions dur- 
ing 1959. This and similar findings follow directly from 
the nature of the sources available, since the most com- 
plete coverage is provided for manufacturing and, 
within manufacturing, for companies registered on one 
of the major securities exchanges (i.e., large publicly 
held corporations) ; and, for these companies, for acquisi- 
tions valued at 15% or more of the assets of the acquir- 
ing company. In other words, THe CoNFERENCE 
Boarp’s records are most complete with respect to the 
largest acquisitions by the largest: manufacturing com- 
panies. They are far less complete, though to an indeter- 
minable degree, for acquisitions by nonmanufacturing 
companies and by medium and smaller manufacturers. 

Although corporations with assets of $10 million and 
over in 1959 accounted for over 57% of the surviving 
units, they make up only about 2% of all manufacturing 
corporations.® If, however, control of assets is considered 
a method of measuring the capacity to acquire, it 
becomes clear that acquisitions have not been made in 
proportion to acquiring power. Manufacturing corpora- 


Table 6: Recorded Acquired Units Cross Classified by Industry 
Sector of Both Surviving and Acquired Units, 1959 


Total 


Industry of Industry of Acquired Units (By Industry 
Surviving Unit of Surviving 
Mining Mfg. Trade Service Misc. N.A. Unit) 
Mining «),.. s.0s.stee wth dete 31 10 6 1 3 13 64 
Manufacturing........ 18 758 63 22 21 190 1,072 
TRGGG is is. evar o ac 5's,'915 cans 1 23 74 1 2 26 127 
SOrvice’. 5-5 ..chitae's tra ete a ANS, 61 2 5 72 
Miscellaneous......... 18 4 7 1 14 44 
Nof available......... 5 47 5 rh 1 36 1017 
Total (by industry of 

acquired unit)..... 55 860 152 99 30 284 1,480 


Source: The Conference Board 


tions with $100 million and over in assets accounted for 
approximately 61% of all manufacturing assets, but for 
only about 18% of the acquiring corporations (see 
table 4). Corporations with $50 million and over in 
assets accounted for approximately 70% of all corporate 
assets in manufacturing, but for only 28% of the acquir- 
ing companies. And corporations with $10 million and 
over in assets accounted for 81% of assets in manufac- 
turing and for 57% of the acquiring companies. Thus 
recorded acquisitions have not been made in proportion 
to the assets controlled by manufacturing corporations 
in the larger asset-size classes. 

Analysis of table 5 reveals that surviving units made 
the majority of their recorded acquisitions within their 

1 It should be noted that the asset sizes used are those prior to the 
acquisition 

2 These figures are not necessarily comparable since the Board data 
may include some noncorporations 


3 As published in the Quarterly Financial Report for Manufacturing 
Corporations 
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own industry sector. The largest single bloc, the manu- 
facturing segment of 688, acquired 758 other manufac- 


turing companies. 


The quarterly totals of recorded acquisitions’ as com- 


pared with 1958 are: 


ee eee eee 


Those who wish to use 


1958 1959 
301 354 
270 385 
22 399 
273 342 


the numerical summaries 


presented here for further research in merger and 
acquisition transactions are again reminded to heed the 
limitations detailed here and in the previous summary. 
This analysis provides a statistical count of all transfers 
recorded by THE CONFERENCE Boarb, not of the entire 
universe of all mergers and acquisitions. 


ALAN CANTER 


Division of Economic Studies 


1 Acquisitions are placed in the monthly listings at the time they 
come to the notice of the recorder. Many acquisitions have been 
consummated up to one year before their publication in any available 
source, thus misshaping the quarterly and monthly counts 


Announcements of 
Mergers and Acquisitions 


February 11, 1960—March 10, 1960+ 


bee Acquirer 
Description and Assets in Millions 


A. J. Industries, Inc. ($19.7) 
Gold mine owner and automotive 
parts mfr. 

Albemarle Paper Mfg. Co. ($39.0) . 
eg paper and other paper products 


rorya Broadcasters, Inc. (n.a.) 


American Biltrite Rubber Co. ($30.5) 
Rubber products mfr, 


American Cement Corp. ($88.6) 
Cement and cement paint mfr. 


eo 8 


American Chain & Cable Co. ($2.0) 
Chain, wire rope, cables, machinery, 
etc., mfr. 

American Hospital Supply Corp.($35.6) 
Hospital and laboratory supplies 
distributor 


oe 


American-Marietta Co. ($226.3) 
Paints, resins, chemical and concrete 
products, etc., mfr. 

Ampco Metal, Inc. ($5.5) 

Bronze alloys and finished products 
Te 

Appase Industries, Inc, 

ee! of Kayser-Roth Corp.) ($56.4) 
Jothing mf; 

Arnold Altex eure Co. ($9.8) 

Aluminum products mfr. 


Acquired Unit 
Description and Assets in Millions 


Druwhit Metal Products Co. (n.a.) 
Steel and aluminum window frames 
and curtain walls mfr. 

Consolidated Paper & Box Mfg. Co. 
(Folding box business of) (n.a.) 


Midnight Sun Broadcasting Co. (n.a.) 
(Affiliate of American Broadcasting- 
Paramount Theatres, Inc.) 

TV and radio stations operator 

National Shoe Products Co. (n.a.) 
Shoe supplies distributor 

M. F. Hickey Co. (n.a.) 

Ready-mix concrete mfr. 

Graham Brothers, Inc. & a.) 

Sra gravel, and ready-mix concrete 
zs 


Electro-Mech Corp. (n.a.) 
Control systems mfr. 


Arnar-Stone Laboratories, Inc. (over 


$. 
Ethical pharmaceuticals mfr. and 
distributor 


Hartman-Leddon Co. (over $.5)* 
Laboratory reagents mfr, 


Dewey Portland Cement Co. 
(Assets of) (n.a.) 
Cements mfr, 
A. O. Smith Corp 
a week Huntington Park, Cal.) 
n.d 


Strutwear, Inc. (over $1.0)* 
Hosiery and underwear mfr. 


Robert Q. Partridge Products, Inc. 
n.d. 
Anchors mfr, 


Acquirer zea 
Description and Assets in Millions 


Atlantic Research Corp. ($3.3) 
Transducers, sonar and ultrasonic de- 
vices and blast gauges mfr. 

Atlas Plywood Corp. ($22.7) 

Plywood packing cases, panels, flush 
doors, vegetable baskets, etc., mfr. 


IN Retailers of America, Inc. 


Vending machines owner, installer, 
and servicer 

B. T. L. Corp. (n.a.) 
(Controlled by Rapid-American 
Corp.) 


Baird-Atomic, Inc. ($5.5) 
Electronic and atomic instrumenta- 
tion, spectographic equipment and 
military infra-red systems mfr. 

Berger & Plate Co. (n.a.) 

Bliss & Laughlin, Inc. ($19.4) 
Cold-finished carbon and alloy bar 
steels mfr. 


Boeing Airplane Co. ($605.3) 
Military and commercial aircraft and 
related products mfr. 


Broadway-Hale Stores, Inc. ($78.4) 
Department stores operator 


Philip Carey Mfg. Co. ($54.8) 
Building materials and products for 
industrial use mfr. 


Carpenter Paper Co. ($35.9) 
Paper, paper products, floor covering, 
school supplies and stationery whole- 
sale distributor 

Champion Paper & Fibre Co. ($184.4) 
Woodpulps, coated and uncoated pa- 
pers and sanitary food boards mfr, 

Cinerama Productions Corp. ($.6) 
(Controlled by Stanley Warner Corp.) 
Motion picture process license holder 


Clopay Corp. ($4.2) 
Paper windowshades, accordian doors, 
Polyethylene film and other specialty 
products mfr. 


Coleen Oil Co. (n.a.) 


segs ries tye Diesel Electric Corp. 


cate and airplane power equipment 

r 

Continental Baking Co. ($117.3) 
Bread, cake and frozen foods mfr, 


Continental Motors Corp. ($79.8) 
Internal combustion engines mfr. 


James gh Realty Corp 
Sub. of Crown Gentral Petroleum 
orp.) “$35. 0 
Aviation and motor gasolines and 
lubricating and fuel oils producer 
Cyprus Mines Corp, ($87.0) 
opper, pyrites, and zine concen- 
trates miner; oil, gas, lumber and ply- 
wood producer 


[Continued on page 58] 


Acquired Unit 
Description and Assets in Millions 


De Somatic Products, Inc. (over $1.0) 4 
Moisture control Cipmert encore 
tive dryers and air filters mf : 

Argo Knitting Mills, Inc. 

(Operating assets of) (n.a.) 


Underwear, s and sportswear | 
mfr. 
Rohrer Knitting Mills, Inc.? 
(Operating assets of) (n.a.) 
bi apie es shirts and sportswear: 
tT. 
Penn-Val Dyeing Co., Inc.? 
(Operating assets of) (n.a.) 
Underwear, shirts and sportswear 
ia 
Creston Knitting Mills, Inc.? 
(Operating assets of) (n.a.) 
eb cigedite shirts and sportswear 
Tr. 


How-Dee Co. (n.a.) 


United Stores Corp. ($10.4 
(Purchased 72% of the common 
stock, from H. L. Green Co.) 
Holding company 

Axler Associates, Inc. (less than $.1)* 
Optical interference filters and infra- },, 
red and ultra violet instruments mfr, ' 


Magic Valley Bean Co. (n.a.) 

Sierra Drawn Steel Corp. 
(Substantially all assets of) (n.a.) 
Cold drawn steel bars fabricator and 
distributor 

Vertol Aircraft Corp. ($24.6) 
Henrie and component parts: 


Coulter’s Department Store 
(Los Angeles, San Bernardino, Cal.) 
(Net assets of) (n.a.) 
Department stores operator 
Liberty Bell Mfg. Co. (over $.1)* np 
et Se buzzers and transformers 
ink 


Carter, Rice & Co. (n.a.) 


Montag Bros., Inc. (over $1.0)* 
School supplies and stationery mfr. 


21 Florida real estate and construction: jy 
concerns (n.a.) 


Straits Products, Inc. (n.a.) 
Folding doors mfr. 


Great Lakes Oil & Chemical Corp. 
(California oil producing propertiest q 
of) (n.a.) , 

Ultradyne, Inc. (less than $.1)* 
Pressure transducers mfr, 


Brownie Chip Co. (n.a.) 


Finney’s Holsum Bakers, Inc. (Green=) 
ville, Tex.) (n.a.) 
Novi Equipment Co. 
(Governor Div. of) (n.a.) 
2 gasoline syst re in Brookhaven and. y 
Babylon, L. I. (n.a.) 


Canadian Western Lumber Co. 


* Estimated minimum capital from Thomas’ Register of American Manufac- 


turers, 1960 


1See The Conference Board Business Record, November, 1957, and May, 1959, 
for sources and methods used in this compilation and an analysis and summary 
of recorded 1958 mergers and acquisitions 

2 Affiliate of Argo Knitting Mills, Inc. 

3 Excludes Continental Aviation & Engineering Corp. 


onsumer Markets 


HILE CONSUMER demand rose to a new high 
in the second quarter, the figures are unlikely to 
set off unrestrained optimism. Much of the 
trength in the quarter was experienced in April, but the 
ipectacular performance of retail sales in that month 
must be attributed in part to the historically poor 
mete which dampened business in the preceding 
weeks. 

Nevertheless, though the vigor of April demand has 
not been fully sustained, sales are now running at a 
keasonally adjusted annual rate of about $220 billion— 
which is still fractionally better than the previous peak 
egistered before the shutdown in steel last year. Under- 
ing this strength is the continuing record level of 
bmployment, despite some persistent softness in scat- 
lered sectors of the economy. The average number of 
persons at work during the first half of this year was 
bout 2% higher than in the same half of 1959. 


Pattern of Labor Force Growth 


The growth in the nation’s labor force in the postwar 
period has a unique pertinence for marketers, not so 
much in terms of the magnitude of its expansion— 
which has, in fact, been relatively less than that of the 
otal population—but because of the particular pattern 
f that growth. Of the 7 million persons that have 
mtered the work force since 1950, close to two thirds 
vere women. Since that year the labor population has 
xpanded by 12%; the number of male workers has 
mcreased by less than half that rate, but female em- 
ployees by more than double it. 

) More remarkable still is the fact that almost all of the 
xpansion in the female work force in the past ten years 
s accounted for by married women. There are now some 
5% more employed wives than there were at the start 
f the last decade. In 1950, about a fifth of all mar- 
ied women were at work. Today the figure is a third. 


Contributing Causes 


What are the elements precipitating this striking de- 
velopment, coming as it has in one of the most affluent 
periods in the nation’s economic history? A definitive 
sxplanation would be difficult to come by, but some 
sontributing causes are apparent. Important among 
them, no doubt, is the lower median age of marriage 
und child bearing. By the time today’s average Amer- 
an woman is thirty-five, her last child is at least of 
iursery school age. It is at that point that the female 
participation in the labor force turns up sharply after 
lipping in the 25-35 age category. 

Of no small account, too, is the educational attain- 
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Women at Work 


ment of today’s woman. A larger exposure to learning 
makes her less patient with housework and at the same 
time better equipped for skilled and semiskilled employ- 
ment. Concomitantly, there has been in recent times an 
enormous increase in the demand for office help. Finally, 
and most significant, both within the family and the 
business community, there has been a withering away of 
the prejudice attached to women working. 


Buying Habits of the “‘Working-Wife Household”’ 


But whatever the causes, the sharp influx of married 
women into the labor force has sizable consequences at 
the market place. Unfortunately, little has been done in 
the way of researching the particular shopping habits of 
the working-wife household, but certain facts are self- 
evident. For instance, more women at work contributes 
to the increased peaking of store traffic at specific times 
in the week. In recent years, Saturdays and evening 
hours have accounted for an ever-expanding proportion 
of retail volume. 

The larger size of average sales transactions has also 
been partly a consequence of a reduction in shopping 
trips made by women who work. And more working 
women may largely explain the growing popularity of 
the giant size package. Further, there has probably also 
been a larger participation of the male in the buying 
process, and from this must flow many changes in what 
is selected from the retail shelves. 

The salaried wife is bound to exert greater influence 
on family decisions in general matters of spending than 
does the housewife. The central city store, too, has 
likely gained some trade from the working women who 
attempt to dispatch part of their shopping chores in the 
lunch hour. 


More To Spend 


Apart from buying habits, the growing prevalence of 
the double-wage-earner family has had considerable 
impact on the kind of goods purchased. First, an em- 
ployed wife contributes a goodly increment to total 
household income, and the additional buying power she 
brings home usually makes the critical difference, per- 
mitting the family to obtain the various conveniences 
and luxuries that would otherwise be out of reach. 
There are no recent data on this point, but the scattered 
facts on hand suggest that the average full-time working 
wife contributes as much as two fifths of the family’s 
total earnings. 

This increased income helps enormously to swell the 
ranks of the middle-income category and hence the 

[Text continued on page 58] 


The accompanying table provides the information required for updating the 


pertinent charts in the publication, "A Graphic Guide to Consumer Markets,” 4 


prepared by The Conference Board and sponsored by "Life magazine 


Consumer Market Statistics 


Pages in 1959 1960 
. a . U it x 
Hise Seales Nov. Dec. Jan. Feb. Mar. Apr.p May p ; 
Income | 
1 5 Personali(Si Alcs svclees niece ae tegen stare Billion dollars IV 386.8 393.1 Il na. 
Disposable (SA) S.7.2% ot etek ae mee oat. Billion dollars IV - 340.8 345.4 Il na. 
Origins of personal income 
Wages and salaries! (S A)...........4+ 1947-49 = 100 203.4 206.7 208.8 209.3 209.7. r211.4 211.8 - 
17 Farm operations! (S A)............-20+ 1947-49 = 100 75.3 81.8 75.3 69.5 66.9 172.1 75.3 
Business and professions! (S A).......... 1947-49 = 100 161.8 162.2 163.1 163.1 163.1 164.1 165.0 
Dividends, interest and rent’ (S A)....... 1947-49 = 100 212.1 212.5 214.7 215.9 217.2 218.5 220.3 
19 __ Discretionary income (S A)...........-+-. Billion dollars IV. 117.6 120.5 ll na. 


ok ae er es ee eee | es ae oe Ea a es Re ce 


Employment and unemployment? 


21 Employment. (06 wenn. oe tae eee cere Thousand persons 65,640 
Unemploymenthys . 074 spas mimes east scieloels Thousand persons 3,670 

Hours and earnings 
23 Average weekly hours worked.......... Hours 39.9 
Average hourly earnings..............- Dollars 2:20, 


65,699 64,020 


3,577 


40.6 
2.27 


4,149 


40.3 
2.29 


64,520 64,267 66,159 67,208 
3,931 4,206 3,660 3,459 


39.8 39.7 39.4 39.8 
2.29 hee) 2.28 


Consumer credit 


25 Total credit outstanding®..............- Million dollars 50,379 52,046 51,356 51,021 51,162 52,169 n.a. 
27 Instalment extensions (S)...........+.08- Million dollars 4,083 4,046 4,217 4,115 4,119 4,437 n.a. 
Instalment repayments (S)............-- Million dollars 3,700 3,776 3,824 3,707 3,711 3,904 n.a. 
Consumer funds: inflow and outgo 
Current receipts ...4.3 5 ace sie cites tie sacs Billion dollars IV 92.5 n.d. il na. 
29 Plus: Insurance, retirement credits......... Billion dollars IV 95.3 na. ll na. 
Plus: Net increase in liabilities........... Billion dollars IV 102.1 n.d. Il na. 
Expenditures for goods and services...... Billion dollars IV 85.5 na. il na. 
31 Plus: Acquisition flnancial assets4......... Billion dollars IV 95.5 n.d. ll na. 
Plus: Taxes, other deductions............ Billion dollars IV 106.9 n.d. Il n.a. 
Personal consumption expenditures 
35 Total expenditures (S A)............+5. Billion dollars IV 317.0 321.1 ona | 
Durables! (S© A). She ditace conten. ote oe 1947-49=100 IV 189.4 193.4 Il na. 
37 Nondurables!!(S'A) 72. shies eee one 1947-49=100 IV 156.0 157.1 Il na. 
Services! (S vA) 3ygir cs .3. dh tenes ci Seb iets 1947-49=100 IV 221.2 225.1 Wl na 
Retail demand? 
39 Retail sales: All stores (S).............4. Million dollars 17,842 17,485 18,090 118,100 r18,234 18,880 18,371 - 
Retail sales: Chain stores’ (S)............ Million dollars 3,934 3,939 3,992 3,893 173,954 4,089 n.a. 
: Food Sales? 
43 Food. stores:(S)..<,. oictaicre eae eee Million dollars 4,390 4,363 4,395 4,412 £4,511 4,442 na. 
Restaurants (S).°. 2. 2 yeaah eee Million dollars 1,306 1,351 1,332 1,297 1,309 1,379 n.a. 
45 = Alcohol sales: Liquor stores? (S)........... Million dollars 401 386 393 403 1396 403 n.a. 
47 Tobacco: Cigarette removals’ (S A)........ Billion units IV 470 439 na, 


49 Personal care sales: Drugstores (S)......... Million dollars 607 


Apparel Sales? 


51 Women’s apparel stores (S)..........-. Million dollars 439 

53 Men's apparel stores (S)..........2+02+ Million dollars 215 

SSM ie Lives (5). 20, nee Million dollars 197 

57 Department stores: Total sales (S).......... 1947-49 = 100 145 
56 


215 r221 215 n.a. 
270 N.a. na. na. 
204 r210 222 na, 


140 0" isa" rise 1408 
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Consumer Market Statistics (Continued) 


| Pages in 1959 1960 
* Guides Series Unit TF ear ee Es Se a Us 
Nov. Dec. Jan. Feb. Mar. Apr.p May p 


Furniture and appliance sales? 


59 Furniture stores’ (S)etarict).\s cc acicle oc) si0:0 Million dollars 588 570 572 581 r544 589 n.d. 
él Appliance stores (S)....-.-6.essncsesas Million dollars 347 333 344°)" "'336 1324 332 ne. 
63 Hardware: Retail sales? (S)............... Million dollars 216 215 240 241 r230 264 n.a. 
Housing 
65 New nonfarm housing starts”? (S A)........ Thous. dwell. units 1,328 1,401 1,259 1,338 1,086 1,234 n.d. 
67 Single-family houses?..............0.05. Thous. dwell. units 83.2 74.2 63.1 68.6 71.0 n.a. n.a. 
Multi-family structures”...............625 Thous. dwell. units 21.1 19.3 18.3 19.6 20.5 n.d. n.d. 
Automobiles and related products 
69 Automotive dealers: Retail sales? (S)...... Million dollars 2,740 2,457 3,003 3,181 r3,250 3,332 n.d. 
New passenger-car registrations......... Thousand units 426.9 429.5 430.1 494.2 596.7 647.3 n.d. 
71 Gasoline station sales? (S).............. Million dollars 1,438 1,423 1,449 1,423 1,453 1,515 n.d, 
Auto accessory store sales? (S).......... Million dollars 221 210 227 217 208 23748) na. 
Service expenditures 
HOUSINGISRA) Science oe tae che ce le 1947-49=100 IV 238.9 I 242.9 na. 
73 Household operation! (§ A)............. 1947-49=100 IV 229.1 I 232.9 Il na. 
TRCnsportahionu( SPA ae bicici.h | oc aco Pane 1947-49=100 IV 162.7 | 164.4 Il na. 
Advertising expenditures 
77 Gombined imedic(S))) .40...06 4 s0snen eb « 1947-49 = 100 224 230 227 239 241 n.a. n.d. 
79 Wergarzinies "(Sein cmetcteate sce.c.s. siodeneyenne are 1947-49 = 100 184 180 182 189 198 n.a. n.a. 
Newspapers (S)inaeiscleics ones a dec ae ene cc 1947-49 = 100 167 206 202 207 216 n.a. n.a. 
80 Network radio (S) aj. 04 aie seme as anes 1947-49 = 100 21 25 21 26 24 na. n.a. 
8] Network television (S)..........2..0005 1947-49 = 100 492 487 471 495 468 n.a. n.a. 
Spotiteleyisionys «cai. « oc scis,b0 Ss 2 oe Thousand dollars IV 165,732 | 167,981 Il na. 
Consumer price index 
AM Mitemisiy. note ctettiarerestatarets oiahe «i Mento Shles 1947-49 = 100 125.6 125.5 125.4 125.6 125.7 126.2 126.3 
85 Durablesicnen ire css nee seer eee eaters 1947-49 = 100 114.1 113.8 11333 iss 112.5 172:1 111.9 
Nondurablesicatecgeaie csi ¢ leveusssve wrevshere face 1947-49 = 100 118.6 118.5 118.1 118.0 118.3 119.4 119.4 
SOLVICES tira Susie MNase. @ anse.'s: auebe Ristereneney.® 1947-49 = 100 147.6 147.8 148.2 148.9 149.2 149.4 149.6 
87 FOOd' Aaa, conte hp sear en ee alae 1947-49 = 100 117.9 117.8 117.6 117.4 TNZ-7, 119.5 119.7 
PADD CIE) imap ce tedsuctons Recta tle ieee a en3. ou dae 1947-49 = 100 109.4 109.2 107.9 108.4 108.8 108.9 108.9 
Housefurnishings® ee erie. ccc ce secu secede 1947-49 = 100 104.4 104.2 104.0 104.3 104.7 104.7 104.3 
89 IAD DIANCES: Gr cbae ee eiisie «= + 1s oxeteed ane letete 1947-49 = 100 na. 83.0 n.a. n.a. 83.0 n.a. n.a. 
(AUTOMOTIVE GrOUP, «vs.cie ss sje sews sadness 1947-49 = 100 137.9 137.5 136.0 136.3 134.9 134.4 133.9 
91 REFSONGIIGORG SAjeaiels-s sha) sa era oie si ecaneis wie .. 1947-49=100 132.7 132.9 W327 132.6 W327 132.9 133.2 
Householdiiservices . 0)... oe cee ce ce sles 1947-49 = 100 136.3 136.7 137.2 137.8 138.3 138.5 138.8 
95 Retail inventories: All stores? (S)........... Million dollars 24,230 24,310 24,490 24,810 25,100 24,950 n.a. 
Production and distribution 
Processed foods: Output (S)............. 1957 =100 107 107 109 107 108 108 n.a. 
97 Food wholesalers: Sales................ Million dollars 1,737 1,828 1,739 1,740 =r 1,937 1,783 n.a. 
Food stores: Inventories? (S)............. Million dollars 2,920 2,940 2,960 2,980 13,050 3,060 n.a. 
Apparel: Output (S)..........2.e000: .« 1957=100 119 120 118 116 118 120 n.a. 
99 Apparel wholesalers: Sales...........-. Million dollars 211 167 166 193 1223 21 Deets 
Apparel stores: Inventories? (S).......... Million dollars 2,730 2,780 2,740 2,720 2,790 2,720 n.a. 
Furniture and rugs: Output (S)........... 1957 =100 120 122 122 118 r114 121 na. 
101 Homefurnishings wholesalers: Sales. ...... Million dollars 234 239 182 209 1228 2120.9 hia: 
Furniture, appliance stores: Inventory? (S).. Million dollars 2,010 2,010 1,990 2,020 2,010 2,020 n.a. 
Appliances: Output (S)...........200005 1957 =100 138 143 139 121 r114 116 n.a. 
103 Television and radios: Output (S)........ 1957 =100 98 108 106 105 VO7, er 4yn ae, 
Appliance wholesalers: Sales............ Million dollars 397 421 335 341 r361 328 n.a. 
Autos: Outputi(S) eaten scre we 6 e's one ayers 1957=100 48 87 134 125 113 116 122 
105 Automotive wholesalers: Sales........... Million dollars fyi ls} 498 453 505 r540 575 n.a. 
Automotive retailers: Inventories? (S)...... Million dollars 4,380 4,260 4,540 4,870 14,950 4,970 n.d. 
1—Based on seasonally adjusted data at annual rates. 2—Beginning Jan. 1960, figures for Alaska and Hawaii are Included. 3—End of period. 4—Includes life insurance premiums. 
5—Eleven or more stores. 6—Tox-paid. 7—New Series. Comparable figures for earlier months will be made available when issued. S—Seasonally adjusted. A—Annual rates. 
n.a.—Not available. p—preliminary. r—revised. e—estimated. 1-1\V—Denotes quarterly figure 


| 4A Graphic Guide To Consumer Markets, prepared by The Conference Board sponsored by Life. This table provides the information required for the updating of the indicated charts in the Guide. 
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[Text continued from page 55) 

demand for the vast and varied goods and services that 
are heavily dependent on that market. Of all families 
with $7,000 or more a year, close to 40% have a wife in 
the labor force; ten years ago the figure, measured in 
present dollars, was under 30%. Over the decade the 
proportion of all households with real annual incomes of 
$7,000 and more increased from less than a fourth to a 
full third. Today, these households have at their com- 
mand about three fifths of all consumer buying capacity, 
and a hefty fraction of that purchasing power is ac- 
counted for by families with a wife at work. 

But what are the unique buying characteristics of 
those households? Information on this point is again 
thin. The figures we do have for the most part merely 
document the obvious. For example, it is found that the 
woman who goes to work spends sizably more than 
average for apparel, accessories and personal care. The 
male’s clothing budget in such instances is also a little 
higher. Further, there is appreciably more eating out by 
families where the woman is busy earning a pay check, 
and spending for entertainment is also heavier. There 
also appears to be in working women’s homes a greater 
ownership frequency of such conveniences as electric 
coffee makers and roasters. However, dishwashers and 
garbage disposers, appliances which attest to rather 
elaborate homemaking, are found more often in the 
housewife’s kitchen. 

Considerably more probing of the particular spending 
patterns of working-wife households is certainly in 
order. By 1970, such families—based on projections of 
labor-force participation rates of women—will account 
for over two fifths of all middle- and upper-income buy- 
ing power. Prerequisite to effective marketing in the 
years ahead, then, will be the meeting of the special 
needs and preferences of this important and expanding 
segment of the market. 


Fasian LinpEN 
Division of Consumer Economics 


Announcements of 
Mergers and Acquisitions 


February 11, 1960—March 10, 1960 
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: Acquirer 
Description and Assets in Millions 


Acquired Unit 
Description nd Assets in Millions 


Metal Hose & Tubing Co. 
(Assets of) (n.a.) 


Dayton Rubber Co. ($69.0) 
Mechanical rubber goods, tires, foam 


chad chemical and plastic products Hose mfr, 
T. 
Duraloy Co. ($3.1) Wamil Co. (n.a.) 


Chrome and chrome-nickel alloy cast- 
ing mfr. 


— Automotive Products, Ltd. (Can- | William Howe Industries Ltd. (Canada) 


a) (n.a.) 
(Sub. of Eaton Mie Co.) ($153.6) Automotive components mfr. 
Automotive parts mfr, 


Ebasco Services, Inc. ($19.6) 
Gud of Electric Bond and Share 


High alloy fabrications mfr. 


H. Ferris White & Associates (n.a.) 
Management consultant 


ed eM construction and man- 
agement consulting service operator 


Me Acquirer | ahs 
Description and Assets in Millions 


Ekco Products Co. ($63.4) 
Housewares mfr. 


Electronic Engineering Co. of Cal.($2.1) 
Eiotronly equipment designer and 
i 


Entoleter, Inc. 

(Sub. of American Mfg. Co., Inc.) 
(Del.) ($14.7) 
Centrifugal impact mills mfr. 

Essex Universal Corp. ($13.3) 
Electrical cable and missile control 
systems mfr.; motion pictures for 
television distributor 

Ex-Cell-O Corp. ($105.4) 

Precision parts, machine tools and 
dairy equipment mfr. 


eee 


Extrudo-Film Corp. ($1.1) 
Polyethylene film mfr. 

Fairfax Granite, Inc. 
(Sub. of Rock of Ages Corp.) ($8.0) 
Granite quarry, grave monuments 
and granite for construction mfr. 

Federal Paper Board Co. ($49.8) 
Folding cartons mfr, 

Ferro Corp. ($38.9) 
Enamels, glazes, colors, porcelain 
enameling furnaces, kilns, refractories, 
fiber glass mfr. 


The Fleming Co. ($13.5) 
Groceries, meats, fruits, produce, and 
frozen foods supply depot operator 
Gabriel Industries, Inc. (n.a.) 
Toys mfr, 
Gorham Mfg. Co. ($18.3) 
Sterling silverware mfr. 


Gulf & Western ee: ($6.9) 
Automotive and lawn mower parts 
geiowios auto and truck bumpers 

Yr. 


Hamilton Watch Co. ($18.2) 
Clocks, watches, precision metals, 
and electronic instruments mfr, 


Hart Schaffner & Marx ($53.1) 
Men’s clothing mfr. and men’s fur- 
nishings store chain operator 


Hathaway Instruments, Inc. (n.a.) 


Holt, Rinehart, Winston, Inc, 
(Formed by merger of) 


Honeycomb Products, Inc. (n.a.) 


Houston Fearless Corp. ($5. 3) 
processing systems and preci- 
sion audiofilm equipment mfr, 


Howe Sound Co. ($62.8) 
Nonferrous metals producer; rolled 
aluminum sheet and coil products, 
copper, brass, bronze strip and gray 
iron castings mfr. 


Idaho Maryland Mines Corp. ($1.9) 
Valves and controls mfr, 

Indian Head Mills, Inc. ($27.0) 
Bed sheets, cotton cloth and dyed 
. yarns mfr, 


International Harvester Co. ($1,145.3) 
Farm implements, tractors and motor 
trucks mfr. 


[To be alee ef 


* Estimated minimum capital from Thomas’ Register of American Manufac- 


turers, 1960 


Acquired Unit 
Description and Assets in Millione 


bebe rie Steel Products, Inc. (over 7 


Cabinet and door hardware mfr. 


Anaheim Electronics Co. (n.a.) 
Electrical program control devices 
for production line checkout of guided 
missiles, mfr. 

Hoban, Inc. 
(Cirlptic industrial screening equip- ~ 
ment line of) (n.a.) i 


Blauner’s ($6.7) 
(Controlling interest in) 
Discount department stores operator — 


Ree ae Products, Inc. (over : 


Gaging fixtures and charts mfr, 
Eastman Kodak Co. 
(Contour projector business of) (n.a.) . 


Alfred Charles & Co. (n.a.) 
Plastics extruder 


J. P. Gilman Co. 
(Plant, Kansas City and Egyptian 
Pink and Regal Red granite quarries, 
Oklahoma of) (n.a.) 


Manchester Board & Paper Co. (over 
$.5)* i 


Vitro Corp. of America 
(Vitro Mfg. Co. div. of) (n.a.) j 
Glass and overglaze colors, glaze — 
aoe and porcelain enamel oxides — 
ir 


Schuhmacher Co. (n.a.) 


Nassau Products Corp. (n.a.) 
Toys mfr. 


Pickard & Burns, Inc. 
(Assets of) (n.a.) 
Electronic engineers 


J. J. Gibson Co. (n.a.) 
Warehouses operator 


Bomar Distributors, Inc. (n.a.) 
Musical instruments distributor 


aur es Fireplace Furnishing Co. (over ' 
(Affiliate of Wallace Silversmiths, 


Inc 
Hearthware mfr. a} 
te eyiae Stores (Seattle, Wash.) — 
n.d. | 


Clemco Aero Products 
(Assets of) (n.a.) 


Henry Holt & Co. ($14.3) 
Books and magazines publisher 


Rinehart & Co., Inc. (n.a.) 
Books publisher 


John C. Winston Co. (over $1.0)* 
Books publisher 


Continental Can Co. q 
(Honeycomb business and assets of) ; 


n.d. 
Cellular material for aircraft con- | 
struction mfr. : 


Horkey-Moore Associates (n.a.) 


Western Surgical Co., ie (n.a.) 
Medical equipment’ 


Peterson Machine Tool, ie (n.a.) 
Equipment for engine overhauls mfr. 


Testing, Inc. (n.a.) 


Associated Textile Cos. 
(Hoosac Corp. div. of) (over 
$1.0)* 


Solar Aircraft Co. ($25.8) 
Wore of the stock of) 
ts and jet engine equipment 
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Selected Business Indicators 


| Chartbook A 1960 1959 
Pages* Series Unit ee 
May p April March May 
: Industrial production 
1 Ota Wei deisisls seis so as Salrisleias.a{sisiats o Mlaseteat. aint stnt 1947-49 = 100 S 167 165 r 166 166 
| Durables manufacturing..............020ee00e2. 1947-49=100 S 175 r 172 175 177 
Nondurables manufacturing..............0.e0005 1947-49=100 S 161 159 Hitss 156 
ee SLL eerie Sie Seelam a oe Ae ROR oy ays BAN ROO aD 
Wholesale prices 
All commodities...... Biattheteserere ort seeecceeeee 1947-49=100 119.7 120.0 120.0 119.9 
4 Farm products............ B ajoustes tiateieioveistamiierereie ates 1947-49 = 100 90.4 91.1 90.4 90.8 
Processed foods. ........csseeeee secesescccceses 1947-49 =100 107.3 106.8 107.3 107.7 
Industrial’ commodities! . S65 . +. occa) ss ssidlanle slew 1947-49 = 100 128.2 128.7 128.6 128.4 
Consumer prices 
| All items: 2.50/04 Beh winless Cee es RO ORs » 1947-49 = 100 126.3 126.2 125.7 124.0 
; 5 Services onc thi a cise Sinieis Aly Mleinstae ee ineseUttetess 1947=40'100 149.6 149.4 149.2 145.2 
POOULT ate iirc sok ets dec us cloak 6 Pee as «2. 1947-49 = 100 119.7 Mo 119.5 117.7 117.7 
Commodities (excluding food)................... 1947-49 = 100 115.3 115.6 115.7 114.5 
| Prices received and paid by farmers 
6 Prices received...... are Bistete, aiave seevesessecovceess 1910-14100 241 242 r 241 244 
Prices paid*........... esate et e.lal.s siata.ieigi5. ster atonal -..-.- 1910-14=100 301 302 300 298 
| Parivyaraclor genie cette e se coe calls oe eee 1910-14= 100 80 80 80 82 
Employment and unemployment* 
Total labor force. ........ccceeeeeeecsceeeeeeees Thousand persons 73,171 72,331 70,993 71,955 
7 Civilian labor force........... saves cide Seat oe ... Thousand persons 70,667 69,819 68,473 69,405 
Civilian employment................ eeeeeeeeeee Thousand persons 67,208 66,159 64,267 66,016 
Nonfarm employment..... SLI a ie ais aif ke AD aed sale Thousand persons 61,371 60,765 59,702 59,608 
Wneniployment rate®..... Seis leis s« ss 'hye arere Sh ids ws intel Thousand persons S 4.9 5.0 5.4 4.9 
| Nonfarm employment 
Ota ny cs aera oa efaVeneratel sts ce ieusye<) sieyalasieists.s sivioe oe - Thousand persons S 53,042 753,109 752,823 52,125 
8 Manufacturing®...... Seas as cesieenedcseeeneeed Lhousand persons S: 16,519 716,522 716,509 16,372 
Wonmanulacturing 5c. Greate sca siete s ceca e ....+-.- Thousand persons S 36,523 736,587 736,314 35,753 
Factory production workers in durables........... Thousand persons S$ 7,082 r 7,119 r 7,179 7,162 
Factory production workers in nondurables........ Thousand persons S 5,384 * Srs5t r 5,283 5,319 
Average work week 
{ 9 TLOtalbManulactUringes o\c'e cous nk se eis wie ae cle ..... Hours 39.8 39.4 39.7 40.5 
| Durables maniiiacturings cies «eras + ies si sive sletisce:s Hours 40.2 r 39.9 40.3 41.1 
{ Nondurables manufacturing. ..........0.2eeeeees Hours 39.3 Te 5.0 38.8 39.7 
Average hourly earnings 
10 Migtal niantiackuning 4c) ccleucie se sta sc cents sess Olas 2.28 2.28 2.29 2.23 
Durables manufacturing........ Salada aeists He ererdes » DOllars 2.44 2.44 2.45 2.40 
Nondurables manufacturing........ Lianeropene tuatinercters Dollars 2.07 2.06 2.06 2.00 
Average weekly earnings 
1 1 Total manufacturing.......... aetna tee ete Oars 90.74 89.83 90.91 90.32 
Durables*manufacturing wi. cneccsecn acess tee ces Dollars 98.09 r 97.36 98.74 98.64 
Nondurables manufacturing. .............eeeeeee Dollars 81.35 r 79.52 79.93 79.40 
Personal income 
Mota etre anager MAA Gidiake s oblate tera ciciare ce ues y, LON dollars S'A 399.4 r 397.8 394.0 381.3 
| 12 Labor income!) ffi. cchasserecescscgeeseccess. Billion dollars S A 282.6  r 282.0 279.8 269.7 
I MEN EEANCOME Gg 5 cass she ccieie é:0.0% sieibin esas Sa Bim NE Billion dollars S A 126.5 r 125.6 124.0 119.9 
PE DANSLORs Pa VIMONUS pianocatenedsh ord: Sir oriroteboner erations, have snes Billion dollars S A 28.0 28.2 27.9 26.4 
Instalment credit 
Extensions........ ova Sratels feiss Sa Wate haiaale ....- Million dollars S n.d. 4,437 4,119 3,9896 
14 Repaytients, Ay. ves costae «20 Jeeeeee oles bhistelcs Million dollars $ n.d, 3,904 3,711 3,540 
Change in outstandings? Ot eas ta iavcuaatcta Pee acess «Million dollars! S n.d. 533 408 4496 
Amointioutstanding psi -tee cioarew weeletele wastes Million dollars n.d. 40,265 39,648 34,7626 
New construction 
Motal ii cekote Nakies eee ek MiagiNsleaiss oeteinele sielicele vere) Liluon dollars S A 53,856 753,916 754,264 56,556 
1 7 BU ObAaleOriVater ms <cteieis stele c/disia'e's Nec atienewdtelecdeeviillion dollars S.A 38,052 738,172 738,592 39,552 
Privateinonfarm residential... cis sc x stares iwe,sis.0)s sles Million dollars S A 20,988 721,132 721,312 23,772 
Business sales and inventories 
Motal inventores!) cs scice cele cirwaiesieicieiteiceeeiee ess Million dollars:S. n.d. 92,600 792,300 87,6005 
1 8 Total sales........ siesta fete ote Reon oda COORD Or Million dollars S n.d. 62,500 61,300 60,6006 
Inventory-sales!ration.. hoviatek cle sieis as alsleeteie ay en ora Ly n.d. 1.48 PiwdsoL 1.456 
Retail trade: Durable goods stores 
Inventories!®...... BE ate amend aerate Million dollars .S: n.d. 11,620 711,640 11,2900 
19 ALES rome ah tele te os wiesaielare ciate e.cis Slonelensvorstaarey state be (otc Million dollars S n.a. 6,296 r 5,937 6,137b 
Inventory-sales ratio............-00.. Siena cialateiteles * n.d. 1.85 1.96 1.846 
Retail trade: Nondurable goods stores . 
Inventories!®......... SANIT ALONG Acorn eh ....-. Million dollars S n.d. 13,330 713,460 13,1700 
20 Sales iiacs cereus aiscsreys) cies ears sfehereteists Ghiocmand +...-+. Million dollars S n.d. 12,584 712,297 11,8166 
Inventory-sales ratio..... sit, sretstarsl s.adievaies eth eualls athetat * n.d. 1.06 1.09 1.116 
Durables mfg.: Sales and inventories 
Inventories!®,........ Sa, ease oases sclareamsi) VLillion dollars: S n.d. 31,920 731,770 29,3610 
21 Sales iniccretotee& adione Sahl aisaslo ae eee ocawhiieeits:. Million dollars:S n.d. 15,100 715,170 15,1666 
Inventory-sales ratio..... Pind cata iotinioeteet aes ets - n.d. 2.11 2.09 1.946 
Nondurables mfg.: Sales and inventories } 
Inventories!) 925 30% ede sale De acceiicderedias, willion' dollars! S n.d, 22,720 722,570 21,6916 
22 Sales. .... Wevercicsie ARCO PO IOUD COCO ot ag ..-.- Million dollars S n.d. 16,000 715,670 15,1006 
Inventory-sales ratio.............. dhe eooly mri * n.d. 1.42 1.44 1.446 
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Selected Business Indicators (Continued) 


Chartbook 


Pages* Series 


Merchandise exports and imports 
93 Exports"! 
Imports 
Export surplus!! 


Federal budget receipts and expenditures 
24 Defense expenditures 
For quarterly data see below 
Money supply and turnover 
Money supply!” # 
25 Demand deposits adjusted and currency"? 
Deposit turnover: New York City 
Deposit turnover: 337 other centers 


Bank loans, investments and reserves 
Loans 
26 Investments® 
C. I. F. loans 
Net free reserves 


Diffusion index 
97 Diffusion index 
Diffusion index, cumulative 
Industrial production 


Eight sensitive business indicators 
Residential building contract awards 


Commercial, industrial building contract awards.. +! 


New orders, durables 

Average work week 

Raw materials prices 

Stock prices, industrials........ 
New incorporations 

Business failures 


Chartbook 
Pages* 


Gross national product 
2 Total 
Change in business inventories 
Final demand® 


Components of gross national product 
Personal consumption expenditures. . 
3 Gross private domestic investment 
Net exports of goods and services 
Government purchases of goods and services 


Disposition of personal income 
Personal incomes 2% >.< sstcistepsiereishe) Sierereheia eehetste 
13 Disposable personal income 
Personal consumption expenditures 
Personal saving 


Corporate profits! 
Net before taxes...... 
Tax liability 
Net profits 
Dividend payments 
Retained earnings 


Business expenditures for plant and equipment 
Total 
Manufacturing 
Nonmanufacturing 


Federal budget receipts and expenditures 
Receipts 
Expenditures 
Surplus or deficit 
For monthly data see above 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Department of Agriculture; Bureau of the Census; Securities and Exchange Commis- 
sion; Treasury Department; F. W. Dodge Corporation; Standard & Poor’s Corpora~ 
— Dun & Bradstreet; National Bureau of Economic Research; Taz CONFERENCE 

OARD. 

1 Excluding farm and food. 2 Including interest, taxes, and farm wage rates, * Prices 
received divided by prices paid, 4 Series redefined in 1953, and in 1957. § Unemploy- 
ment as per cent of labor force. § Includes nonproduction workers, ? Excludes personal 
contributions to social security included in components. ® Includes wages and salaries 
and “other labor income.” 9 Extensions minus repayments. End of period. 4 In- 
cludes grant-aid a ae 12 Privately held; includes demand and time deposits 
edjasted | to exclude U. S. Government and interbank deposits, and currency outside 


Million dollars n.d. 1,823 1,751 1,479b 
Million dollars n.d. 1,257 1,375 1,221b 
Million dollars n.d. 566 376 258b 


Million dollars 


Billion dollars 238.5 
Billion Sw Ss 137.6 139.4 139.5 140.6 
A 


Million dollars 
Million dollars 
Million dollars 37,921 
Million dollars n.d. —195 —219 


Tt : 
1947-49 = 100 S 167 16Sigt ReIu1G6 166 


Thous. sq. ft. fl. sp. S 
Thous. sq. ft. fl. sp. S 
Million dollars S eis 14,440 
Hours S$ i 39.8 39.7 40.8 
1947-49 = 100 5 85.8 84.2 88.0 
1941-43 = 10 : 60.29 58.44 62.35 
Number S$ 13,816 15,541 15,715 
Number S 1,297 1,201 1,089 


Billion dollars S$ ee 483.5 478.6 
Billion dollars S hy 3.0 —1.0 
Billion dollars S : 480.5 479.6 


Billion dollars S 3 ‘| 313.3 
Billion dollars S k b 67.0 
Billion dollars S : 0 
Billion dollars S : ‘a 98.4 


Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S 


Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S 


Billion dollars S 
Billion dollars S 
Billion dollars S 


Million dollars 
Million dollars 
Million dollars 


60 


‘period. Starting with July 1959, not comparable to earlier data; includes loans to 


1960 


April March 


3,338 3,303 3,578 3,243 


vr 241.7 239.0 239.3 


n.d. 56.4 57.9 56.6 
TSA n.d. 26.2 25.8 24.76 


96,880 
59,437 


96,387 
60,183 
37,719 


95,086 
58,676 
37,688 


87,660 
67,407 
32,835 
— 2596 


tT 0.83 T—=AsZoS r 44,44 4.58 
45.27 45.03 45.69 48.69 


107,696 
37,296 


105,672 103,783 | 
40,354 


714,640 


126,489 
37,648 
15,7966 


1959 


IV III 
Quarter Quarter 


banks. 18 All member banks; Wednesday nearest end of period. Commercial, indus- |) 
trial and farm loans of weekly reporting member banks; Wednesday nearest end of 


non-bank financial institutions, 5 Gross national product less change in business in- 
ventories. 16 All data are before inventory valuation adjustment. S-seasonally ad- 
justed. A-annual rate. a-For the II Quarter of 1960, revised anticipated outlays are: 

‘otal, $7.00; Manufacturing, 14.80; and Nonmanufacturing, 22.20. b-April, 1959 for 
monthly data; IV Quarter 1959 for quarterly data. Ppeienevs r-revised, * End-of- 
month inventory, divided by sales ei the month. t Debits divided by deposits, 
++ Diffusion index stated as the average duration in months of expansion or contrac- 
tion. n.a.-not available. “ Chartbook of Current Business Trends (Seventh Edition), 
Tur ConrerEnce Boarp, 1959. Copies available to Board Associates on request 
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In the June Management Record 


Severance Pay in Nonmanufacturing—In a recent 
Conference Board study, severance pay prac- 
tices in a large group of manufacturing com- 
panies were examined—against a backdrop of 
generally unstable employment conditions. But 
what about such practices where employment 
has been, on the whole, stable? To get some 
picture of severance pay under these conditions, 
and how it might differ from practices in manu- 
facturing, a group of utilities, financial institu- 
tions, and retail and wholesale trade was 
selected for study. The severance pay patterns 
found in these three nonmanufacturing indus- 
tries are examined for employees with varying 
lengths of service. Similarities and differences 
for the three nonmanufacturing groups and the 
previously studied manufacturing industries are 
noted. 


The Work-Study Programs—The feeling that 
some university courses of study have become 
overspecialized may help to explain the in- 
creasing popularity of work-study programs. In 
these programs, companies and universities 
cooperate to provide selected individuals with 
the opportunity to alternate periods of work 


with a regular program of study. In this way, 
the individual can begin to cope with some of 
the practical problems with which he will have 
to deal during his working career at the same 
time he is learning the more theoretical aspects 
of his field. A number of current work-study 
programs are described in this article. 


Family Budgets for Two Cities—Many manage- 
ments feel they have a responsibility toward 
their employees, both active and retired, to see 
that wages and pension benefits provide at 
least a minimum decent standard of living. But 
how, a company may ask, does one measure 
“minimum” or “‘decent’”’? Here is where family 
budget information may be useful. It provides 
at least a rough yardstick in terms of what a 
specific family must pay to purchase a specific 
package of goods and services at some particu- 
lar time and place. This article examines the 
Heller Committee’s four-person family budget 
in San Francisco and the Community Council’s 
four-person family budget in New York. Budg- 
ets for a retired couple and for a middle-aged 
couple with the husband working are also given 
for the New York area. 


Our Foreign Balance—and European Union 


United States payments abroad in the first quarter of 1960 exceeded receipts at a seasonally 
adjusted annual rate of $3 billion. The first-quarter rate reveals an improvement over the year 
1959 when our adverse balance was $3.8 billion. Although our balance of payments continued 
to be adverse, we did not lose much gold, as foreigners preferred to put their net receipts into 
short-term assets. 


A focal area in the whole situation is Europe, with her new organizations, new groupings, new 
strivings. What are the forces, the dominant trends? Do they point toward all of free Europe 
as one unified free trade area? to a two-bloc Europe? to the Common Market as a magnet 
drawing all the other states to itself? to a larger trading “community” on both sides of the 
Atlantic? Or will the traditional sectionalism of Europe continue? 


These questions are by no means entirely academic, since Kurope’s trading arrangements, her 
vitality as a producer, seller and buyer affect our ability to produce for foreign consumption 
and to buy, sell, and invest abroad. As a contribution toward understanding European de- 
velopments, THE CONFERENCE Boarp offers 


ECONOMIC UNITY IN EUROPE: PROGRAMS AND PROBLEMS 


consisting of papers read before Conference Board sessions herein abridged for publication, 
summaries of the Common Market and the European Free Trade Association, and statistical 
data on the trading proclivities of the member states of these two organizations. 


Copies of this Conference Recorder were sent to all Associates in May. Additional copies of the 
128-page book can be had by Associates at $2.00 each, by non-Associates at $5.00. 
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